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FOODS - DAIRIES - MEAT PACKERS 
UTILITIES - SUGARS 


Late at night, some men do their 
hardest worrying. Each thought glim- 
mers and glows like the burning end of 
a cigarette. Chain-thoughts like these: 


“How am I doing my job? Have I 
already reached my top? Are my best 
earning years numbered? 


“And how will that affect my other 
job—as husband, father, family pro- 
vider? Will I be able to do the things 
we’ve planned? What about college for 
the children? And our home—will I 
always be able to meet payments?” 


Every man has to ask himself these 
questions. And not till he finds the 
right answers will the worry about the 
future cease. 


One fundamental answer, of course, 
lies in a systematic plan of saving—one 
that builds soundly for the years ahead. 


U.S. Savings Bonds offer one of the 
simplest and most profitable ways of 
saving ever devised. 


There is the Payroll Savings Plan— 
an automatic system that tucks away 
a part of your earnings each payday 


into U.S. Savings Bonds. Bonds that 
are guaranteed to pay you back four 
dollars for every three, after ten years. 


If you’re not on salary, there’s the 
equally convenient, equally profitable 
Bond-A-Month Plan at your bank. 


U.S. Savings Bonds are one of the 
wisest investments any man can make. 
They cushion the future—while you 
sleep! 


AUTOMATIC SAVING IS SURE SAVING 
U.S. SAVINGS BONDS 


Contributed by this magazine in co-operation with the Magazine 
Publishers of America as a public service. 
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ELECTRIC BOAT COMPANY 
445 PARK AVENUE 
NEW YORK 22, NEW YORK 

The Board of Directors has this 
day declared a dividend of twenty- 
five cents per share on the Common 


Stock of the Company payable 
March 6, 1950, to stockholders of 
record at the close of business Feb- 
ruary 17, 1950. 

Checks will be mailed by the 
Bankers Trust Company, 16 Wall 
Street, New York 15, N.Y., Trans- 
fer Agent. 

R. P. MEIKLEJOHN 








January 26, 1950 Treasurer 





UNITED STATES LINES 





— COMPANY 
\ xy p Common 
ey Stock 
, Core DIVIDEND 


The Board of Directors has authorized 
the payment of a quarterly dividend of 
fifty cents ($.50) per share payable 
March 10, 1950 to holders of Common 
Stock of record February 24, 1950 who 
on that date hold regularly issued Com- 
mon Stock ($1.00 par) of this Company. 

CHAS. F. BRADLEY, Secretary 
One Broadway, New York 4, N.Y. 














NATIONAL CONTAINER 
CORPORATION 


On January 28, 1950, @ regular quarterly divi- 
dend of 15¢ per share was declared on the Com- 
mon Stock of National Container Corporation, 
payable March 10, 1950 to all stockholders of 
record February 15, 1950. The prior regular com- 
mon stock dividend has been on a 10c per share 
quarterly basis. 


HARRY GINSBERG, 
Treasurer 











Safeway Stores, Incorporated 


Preferred and Common 
Stock Dividends 


The Board of Directors of Safeway 
Stores, Incorporated, on January 27, 
1950, declared quarterly dividends on 
the Company’s $5 Par Value Common 
Stock and 5% Preferred Stock. 

The dividend on the Common 
Stock is at the rate of 50c per share 
and is payable April 1, 1950 to stock- 
holders of record at the close of busi- 
ness March 15, 1950. 

The dividend on the 5% Preferred 
Stock is at the cate of $1.25 per share 
and is payable April 1, 1950 to stock- 
holders of record at the close of 
business March 15, 1950. 

MILTON L. SELBY, Secretary. 
January 27, 1950. 
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THE FUTURE HOLDS GREAT PROMISE 





A Fair and Regular Dividend 


A fair and regular dividend on American Tele- 
phone and Telegraph Company stock has been a 
big factor in making possible the good telephone 


service the country enjoys today. 


The present dividend has been paid —in good 
times and bad—for nearly 29 years. It has 
encouraged hundreds of thousands of men and 


women to invest their savings in the business. 


It is this money that has built and expanded 


the facilities for the best and most economical 
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telephone service in the world and_ provided 
jobs for many, many people with the telephone 
company and its suppliers. 


The A. T. & T. dividend is thus of benefit not 
only to stockholders but to everybody who works 
for the telephone company, everybody who uses 
the telephone and the prosperity of the country 
as a whole. It is not just a check that somebody 
gets in the mail but a symbol of confidence and 


stability to millions of people. 


BELL TELEPHONE SYSTEM 
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The Trend of Events 


SPEED-UP IN WELFARE DEMANDS... Optimists who 
had hoped that the Ford Motor and Bethlehem Steel 
pension settlements would serve to steer the pension 
issue into sensible channels must be sadly disap- 
pointed by what happened in the case of Chrysler. 
The surprising refusal of the UAW to apply those re- 
cent settlements to avoid a strike at Chrysler must 
necessarily raise serious doubts as to the good faith 
of the union in its recent negotiations, and its ulti- 
mate goal. 

The latter, it now seems, is not so much to gain a 
fair and sensible pension settlement but to wring 
from industry whatever the traffic will bear. In seek- 
ing a contribution of “cents per hour” into the Chry- 
sler pension fund (rather than a monthly pension 
guarantee as in previous cases), the UAW is ob- 
viously trying to have the pension overfunded so that 
a kitty would be built up for future union demands. 
If the social security is liberalized this year, as now 
appears probable, the number of cents per hour 
sought would clearly be in excess of the amount 
needed to provide pensions at $100 a month, when 
the company contribution is added to the Federal 
retirement benefit. 


It also forces the conclusion that regardless of its 
original goal, labor is immediately upping its de- 
mands because pension costs now prove to be lower 
that expected and the Federal Government is assum- 
ing part of the load. It is a deplorable trend, and the 
stockholder particularly should be concerned about 
it, for whatever labor will gain, he may lose. Labor’s 
idea that it can preempt any profits resulting from 
capital investments made with the stockholder’s 
money and at his risk is neither fair nor healthy. If 
pressed too far, labor will find that such a policy in 
the end will “kill the goose that lays the golden 
eggs,” and that would hardly be to labor’s advan- 
tage. It is a situation that calls for fairness and 
common sense. Greedy shortsightedness is bound 
to boomerang. 


CONSUMER PURCHASING POWER ... In answer to 
critics of the Administration’s economic policies, 
Secretary of Commerce Charles Sawyer in a recent 
address stated that the average American citizen is 
better clothed, better fed, and has more comforts 
than he had ten years ago. 

Consumer purchasing power has not been mate- 





This creates a new issue go- 
ing beyond original pension 
demands, with the inherent 
danger that industrywide 
union power massed behind 
the pension drive can force 
management to undertake fi- 
nancial responsibilities and 
obligations, the eventual fu- 
ture size of which can be seen 
only dimly but which obvious- 
ly will be tremendous. 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 


rially affected, he asserted. 
Actually in 1949, the disposa- 
ble income, that is the income 
of all individual consumers 
after the deduction of taxes, 
was higher than the previous 
record figure of 1948, or any 
other year in our history, and 
they could buy these goods 
and services at somewhat re- 
duced prices. To prove his 
point on the growth of pur- 


This 
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cnasing power, Secretary Sawyer further said that 
the average hourly earnings of production workers 
in all manufacturing industries was $1.39. In 1938, 
the average earnings of the same group was 63 
cents. He added that despite the 100% jump in over- 
all food costs, purchasing power and the general 
welfare of the average citizen is much better today. 

In their broad meaning, these statements and 
figures are undoubtedly correct but they show up 
the fallacy of “averages” which frequently hide 
more than they reveal. Behind the “average citizen” 
are hidden the vast numbers of those whose eco- 
nomic lot, despite general prosperity, has deterior- 
ated enormously, whose income has not kept pace 
with the national income. 

The high average earnings of production workers 
is distorted by the large income gains of strongly 
unionized worker groups but there are many others 
who fared less well, including the white collar class. 
And how about the millions who depend on the in- 
come from their savings and investments which due 
to the Government’s easy money policy has progres- 
sively and greatly shrunk, and the purchasing power 
of which—due to inflationary policies—is merely a 
shadow of its former self? They are far behind in 
the purchasing power parade, piteously so in many 
instances; their standard of living, far from main- 
tained or improved, has been cut to a mere subsist- 
ence level. 

Looking at it from this viewpoint, Secretary 
Sawyer’s answer to Administration critics is far 
from convincing; nor is the latest outline of Admin- 
istration policies which, if approved by Congress, 
would merely mean a deepening of the present 
trend. 

Perhaps Secretary Sawyer has been aware of this 
when in his further comments, on the same occasion, 
he emphasized the need for labor unions to cooper- 
ate with management to stop the spiral of higher 
wages and higher prices, when he warned that the 
worker, the farmer and the businessman will only 
defeat themselves if they continue in the race to 
keep up or pass the other fellow. But it should also 
be noted that paternalistic Government policies 
towards organized labor and agriculture have had 
much to do with initiating and maintaining of in- 
flationary spirals. Hence Government should be 
added to the aforementioned triumvirate to whom 
Mr. Sawyer directs his warning. 

As it is, “average” income and purchasing power 
may be high, but somehow the average man isn’t 
quite aware of it. He is feeling the pinch more than 
ever. 


NO ‘“‘SMALL POTATOES”... The lowly spud may 
not loom large as an economic factor but it is be- 
ginning to go quite some way in stirring up public 
opinion about the grotesque contradictions inherent 
in our farm price support program. Virtually on the 
same day the Secretary of Agriculture asked Con- 
gress for $2 billion additional funds—and soon, lest 
farm price support break down—we are advised 
that unless Congress orders otherwise, the Govern- 
ment is going to throw away about fifty million 
bushels of surplus potatoes acquired under the price 
support program! 

These potatoes cost the Government $1.25 a 


bushel. On its overall potato program, it stands to 
lose a total of $80 million to $100 million on last 
year’s crop, on top of a nearly $250 million loss on 
the 1948 crop. And it’s all taxpayers’ money, The 
self-same taxpayer, as a consumer, pays for his po- 
tatoes five cents a pound at the store. If he is lucky, 
he can get a peck of No. 2 potatoes for 85c. If he 
raises pigs, he gets a bushel of No. 1 potatoes for 
25c—surplus potatoes of course, acquired by the 
Government to hold up the price to the consumer. 
As a consumer, you cannot buy surplus potatoes at 
the price for which the pig raiser gets them. Though 
your tax money helped pay for them, you go on 
paying around $2.90 a bushel for spuds, at the store, 
or you don’t eat any. 

Secretary of Agriculture Brannan has tried to 
dump the problem of surplus potatoes on Congress, 
but the Senate Agriculture Committee has dumped 
it right back on the Secretary, refusing to advise 
him. It stated, however, that it would “entertain” 
any requests for new legislation to meet this prob- 
lem. Our feeling is that what should be dumped is 
not just the surplus potatoes but the whole price 
support program, an end-product of congressional 
log-rolling that now takes 814c out of every tax 
dollar and is in a fair way to strangle us. What with 
new surpluses piling up, we just cannot afford it. 

It is not just the potato program that has become 
so malodorous. Consider the egg surplus which may 
be next on the dumping calendar. Millions of pounds 
are stored in a Kansas cave and cold-storage ware- 
houses. Altogether, the Government owns ten mil- 
lion pounds of dried eggs left over from 1948 price 
support purchases; and still has 63 million of the 69 
million pounds it purchased last year to hold up 
egg prices. And last month it bought 514 million 
pounds of dried eggs from dryers. Total Govern- 
ment investment in eggs is about $100 million, and 
no takers ... but stocks keep rising. 

Again we say, dump the program that has brought 
about such a ridiculous and wasteful situation. Con- 
gress should be more than reluctant to sink another 
$2 billion in the bottomless pit of farm price support. 


DELAYED ACTION . .. President Truman has finally 
invoked the Taft-Hartley Law to settle the bituminous 
coal dispute. He has done so after long delay and only 
in the face of a full-fledged coal strike when some 
300,000 United Mine Workers joined the 100,000 who 
were idle last week in a stop-work protest against 
failure to negotiate an ending of the long-stand- 
ing coal impasse. It was, in effect, the miners who 
forced the President’s hand, not vice versa. 

In the light of experience, the issue however is far 
from settled. At the very least, there will be further 
delay, and this is in the face of a critical coal supply 
situation. The “emergency” has been real enough for 
quite some time; it has been considerably aggravated 
by the President’s dilatory attitude. 

Sworn to uphold the law, as the representative of 
all the people, the President apparently has found this 
duty contradictory to political considerations and his 
own reluctance to employ a law which he has vetoed 
and consistently and violently denounced. Yet politi- 
cal considerations and personal prejudices apparently 
held the upperhand; he let matters drag on until in- 
action was no longer possible. His delayed action may 
not provide early relief from the coal shortage. 
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As 9 See Gt! 


BY CHARLES BENEDICT 


“COLD WAR” — ONLY A FANCIFUL TERM 


/ ossibly, if leadership in our country would 
admit that we are actually at war with Russia—in 
a type of warfare that is as old as the hills (and 
not simply a new kind of fencing)—more decisive 
steps for our protection might be taken at home 
and abroad. To call it a “cold war,” with Russia win- 
ning one strategic victory after another, is utterly 
fantastic — for it 


The Kremlin’s recent demand that Hirohito be 
tried as a war criminal, despite the agreement at 
Nuremberg, had two purposes: (1) to frighten 
President Truman and others; (2) and to belittle 
the United States and to weaken ‘her in the eyes of 
the world. A strong Japan, backed by the United 
States, would not suit Russia’s purpose, for she 

knows the Japanese 


could not be hotter. ‘“‘NO FOOTPRINTS COMING OUT’’ will never forget 
Russia has been Russia’s treacherous 
gradually narrow- stab in the back 


ing down the area 
of combat by push- 
ing out her lines in 
the Pacific. What- 
ever else Mao may 
be doing in Moscow, 
we can be sure the 
main purpose of his 
stay is to map out 
a campaign for con- 
quest of the Far 
East, as part of the 
larger plan to com- 
munize the world 
from the Pacific to 
the Atlantic, and 
thus facilitate Rus- 
sia’s head-on colli- 
sion with the United 
States. 

The world - wide 
scope of Russian 
planning is so clearly evident thac to ignore it is to 
bring disaster upon the United States, for when the 
time came we would be fighting in this hemisphere, 
and alone. The drain on our resources and our man- 
power would be so great as to shatter our way of 
life and bring us down to the rock-bottom funda- 
mentals of living a defensive existence. This we 
must prevent by every means in our power, but it 


calls for a greater wisdom of leadership than we 


have known thus far. . 

Russian attacks have increased in violence since 
the Communist victory in China, and as a result of 
her ability to produce an atomic explosion. She has 
stepped up the violence of her attacks, and unless 
we stop her, will continue to win victories through 
psychological warfare, which instead of stiffening our 
backs — especially since we are fully aware of her 
weaknesses in many directions — creates an im- 
pression of impending doom. This is largely due to 
inferior leadership in the U.S.A., which does not 
strike back decisively but relies on hesitating ap- 
peasement. Our failure fills our allies with forebod- 
Ing of dire consequences, which bodes ill for con- 
tinued collaboration. 
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when Nippon sur- 
rendered to the 
United States. And 
the Oriental mind of 
Stalin knows what 
revenge can mean. 

Actually, Stalin 
himself is the Num- 
ber One war crimi- 
nal. It is well to re- 
member that Russia 
joined the Rome- 
Berlin -Tokyo axis 
and was part of the 
plot to carve up the 
world. But, when 
Hitler attacked and 
Russia was making 
her last stand at 
Stalingrad, and Hit- 
ler was urging the 
Japanese to attack 
through Siberia, Stalin succeeded in convincing the 
Japanese that they could not trust Hitler to live up 
to his promise to give Japan control of the vastly 
rich areas in the Pacific — that conquest by Japan- 
ese arms was the only way to assure possession. 
The Russo-Japanese agreement which followed in- 
cluded division of China and other areas around the 
the world, including the United States. When Japan 
lost, Russia decided to go it alone. 

And now the scope of the Communist victory in 
China and ability to produce an atomic explosion 
have opened up new vistas for easy conquest, and 
makes Russia feel she has the world by the tail. She 
hopes to wear the United States down by one means 
or another — and so weaken us economically that 
we will be unable to stand up against her. 

Notice that in the same week it demanded a 
trial for Hirohito, the Kremlin renewed the blockade 
of Berlin, so costly to us, despite its Paris agree- 
ment. It then stepped up its activities against Indo- 
China, recognizing the Communist leader and dis- 
courteously ignoring the French protest — and at 
the same time announcing plans for conquest of 
Formosa. Let us not (Please turn to page 532) 
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Market In Important Testing Area 


Common stocks remain generally at levels unattractive for longer-term investment buy- 
ing, as defined by a holding period of six months or longer. Their rise is founded 
primarily on “sentiment,” an intangible subject to mercurial change. Some disquieting 
uncertainties are being temporarily ignored. There is no change in our conservative policy. 


By A. T. MILLER 


by he picture presented by the stock market con- 
tinues to be what it has been for a good many 
months. It remains “a market of stocks.” As a rule, 
demand is strongest for stocks of “Big Name” com- 
panies of the type represented by the 30 issues mak- 
ing up the Dow-Jones industrial average; and for top- 
grade dividend payers in general, wherein we have 
long urged concentration of the bulk of holdings in 
average investment accounts. The course of the Dow 
average, which can be “influenced” from day to day 
by the performance of as few as two or three key 
stocks, continues to be gradually and irregularly up- 
ward. The average got definitely above its 1948 recov- 
ery high of about 193 last November, and in the last 
three months or so has labored roughly 60% of the 
way through the heavy layer of shares for sale be- 
tween the 1948 high and the 1946 bull-market high 
at the 212-213 level. 


Against that, The Magazine of Wall Street’s week- 
ly indexes of 325 stocks, of 100 high-priced stocks and 
of 100 low-priced stocks remain in the familiar broad 
trading range maintained ever since the termination 
of the 1942-1946 bull market. The relative positions 
of the latter two indexes continue to emphasize the 
pronounced qualitative selectivity present in this mar- 
ket. The index of 100 high-priced stocks is in the up- 
per reaches of the three-year range, within close 
striking distance of its 1948 high. The index of 100 
low-priced stocks is still relatively backward, and still 
shows a succession of lower tops for each year 
since 1946. 


The Case for Conservatism 
It is assumed that business will be fairly good for 


the first half of this year or thereabouts, with at least 
a moderate weakening in the second half. 





MEASURING MARKET SUPPORT 
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TIME MARKET 13 A TUG-OF-WAR....CONSTANTLY SHIFTING SUPPLY @ DEMAND PRODUCES THE FLUCTUATIONS” 








It is believed that total corporate profits 
for 1950 as a whole will experience a fur- 
ther decline, perhaps of somewhere be- 
tweeen 10% and 20% ; but that the pres- 
ent average level of dividends is fairly 
well protected. Since average common 
stock yields are in the vicinity of 7%, 
against about 2.5% for top-grade bonds, 
is not the road clear for a sustained 
bull market? Without denying the pos- 
sibility of a moderate further advance of 
continuing selective nature, we think 
that the necessary economic and psycho- 
logical environment for “a real bull mar- 
ket” does not exist. If this view is cor- 
rect—if the best possibility is that this 
rise will finally be recorded as “a little 
bull market,” not remotely comparable 
with such cycles as 1923-1929, or 1932- 
1937 or 1942-1946 — typical common 
stocks are not only at levels unattractive 
for longer-term investment buying, as 
defined by holding periods of six months 
and upward, but at levels which in due 
time will prove to have been seriously 
vulnerable. 

The real investment grade stocks, pre- 
dominantly in relatively stable consump- 
tion-goods fields, are on a current yield 
basis nearer 5% than 7%; and they are 
not going to run away. Their advance is 
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snail-like. These stocks ac- 


count for a minor part of the YEARLY RANGE 


i94i-— 1949 





present share turnover, and  |?5° 


they are not the stocks 
which are being “tipped” or 
played by the professionals. 
Actually, the “comparative 
investment yield” talk is be- 
ing emphasized to rational- 
ize speculation for capital 
gain. It could have been 
cited at any time during the 
last three years, for high 
stock yields have been 
chronic. Obviously, the ratio 
of stock yields to bond yields 
was most “bullish” at the 
market low last June. 
Therefore, what has [ 
changed since then is not 
yield factors at all, but that 
intangible thing called “sen- 
timent.” No one can ever 
prove just why the market 
took a dim view of things 
for months prior to mid- 
1949, a more hopeful view 
subsequently. In this time 
the long-anticipated post- 
war deflation—still a lurk- 
ing threat of some propor- 
tions—was again postponed. 60 
None of the grim uncertain- 1 | 
ties of the cold war, or of the oii 
basic conflict in this country 
between the Welfare State 
and private enterprise, has 
been resolved. 
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It is no happenstance that Zu 
every major market rise Se 
since 1929 has topped out at =5 
successively higher levels of 
average stock yields. That 





has been so because of the 
long-term deterioration in 
capitalist confidence, and 
because high estate and income taxes make the rich 
—once an important market support — sellers of 
stocks on balance. As a National City Bank study re- 
cently brought out, the class with incomes over 
$25,000 a year had, in 1948, only about 10% more 
gross income than 20 years earlier; and after taxes 
the per-person average in this class was about 60% 
less than in 1928. 


Most people thought that stocks were moderately 
priced, in terms of earnings, dividends and asset fac- 
tors, at the 1937 bull-market high, at the 1946 bull- 
market high and at the 1948 recovery high. So they 
were, if judged by earlier standards of valuation. We 
expect that the same will bo so at the top of this rise. 
We would not be surprised if that top found average 
dividend yields higher than ever before at an impor- 
tant market peak. The reason for this view is simple. 
It is that yields have to be quite high on common 
stocks to compensate adequately for the risks and un- 
certainties in this “fearful new world.” Private en- 
terprise has been snuffed out, expropriated or hand- 
cuffed over much of this earth. Where it is still tol- 
erated, it is everywhere more or less on the defensive, 
more or less at the mercy of politics. 
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Sentiment May Change 


No experienced investor needs to be told that ‘‘mar- 
ket sentiment” is a mercurial thing, an unreliable 
thing. If you looked merely at a market chart, you 
would not know that there could be anything disturb- 
ing or alarming in the march of events at home or 
abroad. You would not know that, as our press dead- 
line nears, the country is threatened with a complete 
stoppage of coal production, depending on whether a 
major union will bow to a long-standing law now 
about to be belatedly invoked by our President. You 
would not know that an imminent national telephone 
strike is threatened. You would not know that Con- 
gress and the Administration are in disagreement on 
nearly all major domestic issues. You would not know 
that the British are about to make a fateful decision 
between two differing concepts of social organization; 
or that a somewhat similar decision lies ahead for 
America. Finally, you would not know that our way 
of life and our world position are threatened by an 
implacable, completely ruthless enemy power—threat- 
ened more dynamically at this moment than at any 
time since the Communist cold war began—and that 
the effectiveness of our (Please turn to page 532) 
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ee generally favorable forecasts for 
business, particularly during the first half of the 
year, 1950 is likely to have its ups and downs, and 
in evaluating such fluctuations both in overall in- 
dustrial activity and in individual industries, care 
should be taken not to confuse seasonal swings with 
basic trends. 

Seasonal influences, temporarily obscured or elim- 
inated by the shortage-fed superboom of the early 
postwar years, have once more become increasingly 
evident last year and in some lines even earlier. But 
until recently they failed to be noted in certain in- 
dustries which, supported by tight supply-demand 
conditions and/or heavy order backlogs, forged 
right ahead without any seasonal hesitations. 

This year it will be different. Demand-supply bal- 
ance has been restored in virtually every segment 
of industry, or will be restored in those few fields 
where this has not yet been the case, in industries 
such as steel and autos which last year never knew 
that a major economic adjustment was going on. 

Nevertheless, return of a seasonal pattern will 
not be immediately.complete. The current produc- 
tion spurt reflecting largely the aftermath of the 
strikes last Fall may interfere with it for some 
time, but once this stimulus fades, it should become 
all the more clearly evident. 

Industry as a whole is presently working at the 
best rate since last Spring. Order books are well 
filled in textiles, shoes, household equipment, furni- 
ture, household appliances and a good many other 
lines—all assured of high level operations for some 
months. The steel strike reduced steel inventories, 
and the catching-up process evidently will extend 
into the coming Spring. Coal stock piles need re- 
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plenishing. Automobile manufacturers are schedul- 
ing a bigger output in the early months of 1950 
than in 1949, determined to make the most of the 
Spring-Summer selling season. Even construction 
awards, seasonally down during the winter months, 
have continued unseasonally high, favored by mild 
weather. 


Further Rise of Output Ahead 


The state of industry, in short, indicates that ag- 
gregate output will rise further during Winter, 
which signifies higher industrial employment and 
payrolls and good trade, the latter enhanced by the 
$2.8 billion refund payments to veterans. But right 
along, inventory policies have remained cautious, 
generally tailored to current demand or based on 
shorter range expectations. Thus once the current 
business spurt has worn off in so far as it rested on 
post-strike catching-up, seasonal influences are sure 
to take hold more decisively than in any previous 
postwar year. As 1950 rolls along, and especially 
during the latter part of the year, they should be- 
come fully operative again unless new Government 
pump-priming or major strikes intervene. 

Seasonal patterns, a normal experience in prewar 
when they disturbed no one unless they were ex- 
treme, have been slow in re-emerging but during 
the last two years there have been signs of their 
return. Even with the artificial stimulants that were 
operating, late Spring and early Summer have 
usually proved somewhat uncertain within the gen- 
eral pattern of high economic activity. 

Apart from the seasonal patterns customary in 
prewar, the postwar has produced new seasonal 
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fixtures, unknown before the war in their 
present importance. One is the Spring tax 
dates when Federal and State Governments 
take big slices out of business and personal 
incomes. Though many taxpayers, corporate 
and individual, may be financially prepared 
for this annual “blood letting,” it is not ex- 
actly a stimulant, particularly when it comes 
at a time when the business trend may once 
more come into question. 


The Mid-Summer Lull 


Another and more important seasonal fix- 
ture is the July-August period when many 
plants shut down completely for vacations, 
or go on curtailed schedules. This influence 
has been fairly pronounced in recent years, 
as the recurring mid-year dips on the accom- 
panying diagrams show, and 1950 will be no 
exception. Since it coincides with the time 
when business generally is expected to re- 
veal declining vigor, the seasonal mid-year 
falling off may become ail the more pro- 
nounced and could readily lead to exagger- 
ated fears of a genuine recessionary trend. 

How are we to know just how much is 
seasonal and how much reflects a basic trend? 
The answer is that we don’t know immedi- 


ately unless of course there is a major decline. Bar- 
ring the latter, we must watch the degree of subse- 
quent rebound. In short, what counts is not so much 
the extent of any decline in business (unless ex- 
cessive) but the vigor of revival after the seasonal 
influences have run their course, this particularly 
in the case of industries where soft spots have been 


appearing. 


The general adjustment process in industry so 
far has taken place in individual lines without 
greatly denting overall prosperity. Industry after 
industry has shaken down to its new and more 
normal market potentials—shorn of former scarcity 


and deferred demand aspects—and thereby 
again become subject to seasonal fluctuations 
in current demand. As building, autos, steel 
and various capital goods industries finally 
fall in line, as they will in the course of this 
year, we shall witness the final phase of the 
shift to a new supply-demand basis. 


Back to Normal 


The return to seasonal patterns has al- 
ready been amply proved by the trend of 
retail trade where such patterns have never 
been wholly absent but where they have 
been greatly minimized during the super- 
boom. Also back to normal in this respect 
are most soft goods including textiles, leather 
products, manufactured food products, rub- 
ber products and tires, glass containers, fur- 
niture and the majority of electric ap- 
pliances. 

In the petroleum industry, seasonal in- 
fluences seem to have become a major factor 
from an earnings standpoint. The slacken- 
ing of demand for heating oils due to un- 
seasonally warm weather in major consum- 
ing areas has brought about a condition of 
oversupply with adverse impacts on the price 
structure and company earnings. Due to mild 
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weather, also, residential building activity has held 
up much better than anticipated; but with building 
materials again in ample supply, demand hence- 
forth will follow the seasonal pattern of building ac- 
tivity regardless of the overall strength of the build- 
ing boom, which means an easing off in late Fall 


The seasonal character of many of the changes in 


business has been, and will continue to be felt by 
the railroads, leading to substantial fluctuations in 
car loadings and revenues, operating and main- 
tenance forces. The trend of car loadings is an ex- 
cellent barometer of business weather, but its ups 
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and downs must henceforth be correlated more 
closely with seasonal industry patterns. 

The current spurt in economic activity will have 
the benefit of seasonal uplift in late Spring and pos- 
sibly early Summer. Thereafter the outlook is less 
clear. A decline is due for seasonal reasons alone, 
as previously explained, hence the widespread fore- 
casts of ebbing business tendencies after mid-year. 
And because the present spurt has an element of 
artificiality, the mid-summer drop may be rela- 
tively greater than otherwise would be the case. All 
of which has to be considered in evaluating its sig- 
nificance if and when it comes to pass. 


Psychological Considerations 


The extent of whatever dip may occur involves 
practical as well as psychological aspects. If busi- 
ness in anticipation of a decline in the second half 
of the year should become over-cautious in its inven- 
tory policies well in advance, declining tendencies 
might be speeded and intensified. This particularly 
if there occurs, coincidentally, a further easing of 
the price structure. Such a combination of develop- 
ments might easily give rise to unjustified pessi- 
mistic conclusions just as the present recovery trend 
has perhaps led to overly optimistic interpretations. 
It may be tested well before mid-year. 

The viewpoint that business during the last half 
will not be quite as good as during the first half 
rests, among other things, importantly on recogni- 
tion of more pronounced seasonal trends in such 
major industries as autos and building. For the first 
time since the war’s end, the automobile industry 
vill have to cope with seasonal demand trends, 
meaning a probable falling off of sales and produc- 
tion after the Summer peak has been reached. In 
turn this may markedly affect steel operations. 
These normally always fall off during the second 
half and lessening steel demand by the auto and 
other industries precludes continuation of the high 
operating rate which in the recent boom period pre- 
vailed throughout the year unless strikes interfered. 

Since no one at this time can accurately gauge 
the degree of decline in auto demand, the extent of 
the probable slowing of neither auto nor steel opera- 
tions can be predicted with assurance. As far as 
steel is concerned, seasonal let-downs in other steel- 
consuming industries enter the picture. 


Other Factors in Steel Outlook 


The farm equipment industry, for instance, is 
back to a seasonal pattern which means a sales peak 
in early summer and declining tendencies there- 
after. In the past, pent-up demand and record farm 
income made possible high operations throughout 
the year (to the limit of available steel supply), but 
deferred demand has now been met and farm in- 
come is declining. By the same token, a seasonal 
decline in building activity spells reduced demand 
for steel and certain non-ferrous metals as well as 
general building materials. But whatever seasonal 
impacts may be felt by steel, autos and building, the 
chances are that they will not be quite as strong as 
in prewar, considering existing fundamental de- 
mand factors in these fields. 

Or take textiles. The textile industry is now busy 
making hay but in this volatile industry this in- 
variably means a subsequent period of relatively 
low activity. Though bookings range well into the 
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second quarter, a drop in activity around mid- 
summer is widely anticipated but it should not be 
as severe as last year when special circumstances 
caused a steep decline shortly after the turn of the 
year. These circumstances — a virtual buyers’ strike 
— are not likely to recur since the industry now 
appears well shaken down and inventories are well 
in hand. 

The shoe and leather products field was one of the 
first to return to seasonal patterns and these will 
continue pretty much along the lines indicated on 
the appended chart, with production peaks in early 
Spring and early Fall, and declining trends in be- 
tween. The trend of lumber production and sales 
will fluctuate with building activity rather more 
closely than in the past, now that the lumber 
shortage is over. Swings here may become more pro- 
nounced to the extent that building activity is re- 
turning to its own seasonal pattern. 

Tire sales last year have roughly been following 
the usual seasonal pattern and will continue to do 
so, though naturally at a higher level. Late Spring 
and Summer is the time for peak sales of replace- 
ment tires; the normal falling off thereafter may be 
intensified by a decline in original equipment sales 
in line with a prospective drop in auto production. 
If so, the production and sales curve for the year 
is apt to show some variation from the past. 

Many electrical appliance lines are again booming 
after their serious slump during the forepart of 
1949. The current spurt is in part at least contra- 
seasonal, caused by the industry’s error last year in 
not correctly gauging the vigor of consumer demand, 
and its subsequent inability, due to the steel strike, 
to correct it more promptly. As a result, stocks are 
low and pipelines need refilling. Once this is doae, 
seasonal patterns as they apply to the various lines | 
are expected to return. 
























Trend Distortion by Recession 


The 1949 recession has in many ways distorted | 
production curves and intensified seasonal dips in 
lines where such were normally due, just as the 
current recovery trend is having somewhat of an 
opposite effect. Once the situation is normalized, 
seasonal patterns will stand out more clearly. In 
this respect, the future trend in automobile manu- 
facture is particularly important since it affects a 
host of supplier industries — from steel to glass, 
non-ferrous metals to plastics, chemicals to textiles. 
This should be borne in mind if business declines 
later in the year concurrent with a slowing of auto 
industry activity. Rather than viewing the total de- 
gree of decline that may develop as a basic trend, 
the extent to which the seasonal factor will enter 
should be closely examined. 

Normal seasonal declines are no more a harbinger 
of a slump than normal seasonal upswings can be 
regarded as the forerunner of an all-out boom. 
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turn of a buyers’ market 
By WARD GATES with the end of the de- 
srted é' ; ferred demand boom. 
aa tn Wire 1950, on balance, is generally expected This means higher selling and promotional expenses. 
the to be a fairly prosperous year for American business, It also recognizes the importance of volume to profits. 
* ae corporate earnings are likely to run somewhat lower Wherever volume declines, whether due to lower unit 
ae for various reasons. Last year saw the first postwar sales or declining prices, profits will be affected even 
, Tn contraction in this respect, to an estimated $17 bill- if the profit margin is maintained. If the latter also 
‘aon ion from the 1948 all-time high of $20.8 billion, as pro- contracts, the earnings drop will be intensified. In 
ts a duction descended from the 1 948 peak level under the short, then, volume and prices are the most obvious 
haan influence of complex economic adjustments. and important factors determining earnings, followed 
len The moderate recovery in general business condi- by costs, taxes ete. 
Siees tions since last Autumn, which is expected to continue What about volume prospects? These will vary of 
auto until mid-year, should serve to hold corporate in- course. In virtually all industries, the high rate of pro- 
| de. come well above prewar standards. So long as activity duction since the war has fully caught up with de- 
end in the steel, automobile and building industries re- ferred demand and therefore the test of continued 
ntor mains strong and employment and purchasing power prosperity is the ability of a company to maintain a 
dona hold up, no serious setback in profits is likely evenin good volume of business as the pressure of competition 
nger the event of a moderate ebbing of operations later in becomes more intense. In this contest for the sales 
n be the year. Nevertheless, there will be many cross-cur- dollar, well established, well managed and strongly 








rents, as always, and individual earnings experience 
is bound to vary considerably among corporations in 
line with the varying factors affecting them, and the 
policies adopted to cope with individual problems. 

To the question” What factors will be most im- 
portant in determining 1950 results?’”’, answers are 
frequently split between emphasis on efficient selling 
and all-inclusive concern over the Government’s atti- 
tude towards private enterprise. But there is virtual 
unanimity that maximum sales efforts are needed in 
the year ahead and that, if such efforts are being 
made, volume in a good many lines of business could 
even somewhat exceed that of last year. 
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financed companies have obvious advantages while it 
may mean less satisfactory results, even casualities, 
among the newer and smaller enterprises which are 
able to make money only under favorable conditions. 

The importance of good management is well known, 
and good management these days will insist on oper- 
ating economies wherever possible not only to counter 
higher costs but with an eye towards reduction of 
selling prices whenever such a step is needed to main- 
tain physical volume. It is here where postwar ex- 
pansion and modernization, and emphasis on utmost 
mechanization of the production process, is expected 
to pay off. 
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Thus many companies forecast that profits can be 


held close to 1949 levels even if sales decline. A not-. 


able example is Allis-Chalmers which expects sales to 
drop from $350 million to $295 million as a result of re- 
duction in business levels generally and farm income 
specifically, but predicts that profits will be off only 
0.5% from 1949. Greater efficiency resulting from new 
facilities is the answer to that. 

Apart from physical volume, dollar volume as de- 
termined by selling prices is of paramount importance, 
and selling prices are not only fixed by costs but by 
competition‘as well, or by the endeavor to maintain a 
weakening market. Price competition is keen again 
in most fields and may lead to price cutting, sometimes 
regardless of costs. The automobile industry undoubt- 
edly will have to prove, during the latter part of the 
year, whether it can support high level demand by re- 
ducing prices. 

The tire industry, on the other hand, is looking more 
hopefully to 1950 after a year marked by unprofit- 
ably low prices in relation to production costs. Last 
year was a test period for pricing policies and proved 
the need for correction. As a result, earlier price cuts 
have been rescinded and additional price increases, in 
this keenly competitive field, may materialize later in 
the year to permit adequate profit margins. The in- 
dustry, consequently, looks to higher profits since 
unit volume is expected to be maintained. 

Generally, however, pressure on selling prices will 
be on the downside, despite rigid costs, and this will 
tend to squeeze profits in a good many fields. In some 
lines, the squeeze will be ameliorated by declining raw 
material prices, but others simply have to take it on 
the chin. This applies particularly where wage costs 
are involved. 


The Labor Factor 


Already labor’s emphasis on pension and social 
security benefits has tended to discourage price cuts 
that otherwise would have been made. In the case of 
steel, it has led to price increases and as long as these 
can be sustained, steel industry earnings should re- 
main highly satisfactory at current rate of operations. 
In fact, first quarter profits could be the highest in 
recent years. 

In the case of companies which must absorb addi- 
tional labor costs, price advances are preferred to pre- 
vent any pressure on margins, but this course is not 
always feasible. Because of buyers’ resistance to high 
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and profit margins. 

There is always, of course, need for flexibility in 
inventory policies. Its absence can lead to losses just 
as much as price drops. Last year, for instance, when 
declining prices and overstocking led to exaggerated 
inventory caution, many businesses—particularly in 
the merchandising field, suffered substantial losses 
for sheer inability to satisfy consumer demand. The 
apparel trade learned this lesson the hard way, and 
so did most department stores. “Clean” inventories 
are desirable but impoverished inventories kill poten- 
tial trade. Therefore, as a profit determinant, inven- 
tory policies remain important. 


Return to More Normal Profits 


Last year saw a march back to the profits of more 
normal times. With the exception of less than a hand- 
ful of industries, all of the various segments of manu- 
facturing fell in line with lower earnings. Because 
of the hesitancy on the part of buyers to make for- 
ward commitments, and their desire to reduce inven- 
tories, manufacturers were forced to curtail produc- 
tion rather than pile up factory stocks during a period 
of lower consumption. This practice was pursued 
quite generally until conditions became more sta- 
bilized and the need to replenish stocks forced 
re-ordering. 

This process is not likely to repeat itself this 
year, certainly not in the same fashion. Business 
has been prudent and there is hardly any over-ex- 


tension now. Corporations have been aware of the | 
fact that the superboom cannot last, and prepared | 


against its ebbing. Thus inventory positions as a 
whole are not only sound but working capital gener- 
ally has been maintained at exceptionally high 
levels. Only a severe break on the price front, not 
now foreseen, could render the inventory problem 
once more acute, and revive: the threat of sharp 
inventory losses. 

Another important cost factor are taxes, and 
once more, the threat of higher corporate taxes has 
been raised. But as a year ago, sentiment towards 
higher taxes remains cool and there may be no 
boost despite presidential advocacy. Should taxes 
be raised, of course, this would be a serious factor 
since not all industries and companies, and perhaps 
relatively few, might find their markets strong 
enough to absorb a corresponding rise in selling 
prices. In many cases the tax boost may have to be 
absorbed by the company, to the detriment of the 
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profit margin, and this at a time when 





break-even points are generally high. 


CORPORATE PROFITS AND DIVIDENDS 





All of which leads back to one over- 
riding source of business concern: High 


prices fomented by expanding operating NET INCOME J 
and labor costs. This concern is aggra- DIVIDENDS PAID RETAINED INCOME 
vated by the fact that buying in some J ,, X=" -_ 














lines has not been resumed at the pace 








anticipated after the business slowdown. 





Supply has balanced or outbalanced de- 
mand in most cases, profit margins have 





narrowed for those companies who are 
unable to reduce operating costs and are 





forced to lower prices in competitive 





markets. This is a vicious circle, and for 
many a serious one. 

We have already, in this connection, 
referred to the need for operating econ- 
omies and what’s being done about it. 
What with the shift back to a buyers’ 
market and the tremendous productive 
capacity of industry, there is equal need 
for lower distribution costs. 
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Distribution has become a major in- 














dustry problem; significant political and 
economic trends and events may hinge on industry’s 
finding better ways to sell and find new markets 
for all the things it can produce. Distribution, in 
other words, is a cost-cutting key, one of the best 
instruments to reduce costs and increase profits. 


Distribution Out of Step With Production 


So far it does not yet run in step with our 
high volume production machine. The fault often 
lies in the assumption that proper distribution is 
merely an expense that adds to production costs. 
This of course is wholly erroneous. What industry 
needs is stepped-up selling activity and better dis- 
tribution methods. The latter, by helping to lower 
costs, will aid the former. 

Though cost-price relationships are of primary 


importance from a profit angle, there are still other. 


determinants that shape the profit picture. They in- 
clude such factors as excise taxes (in turn affecting 
volume) and the prospect of their repeal or reduc- 
tion; depreciation policies as they affect the amount 
of gross carried through to net; tax provisions in- 
sofar as they permit carrying forward losses; con- 
tingencies; high cost replacements; and _ special 
charges and reserves. All these are factors which 
must be watched in order to appraise earnings po- 
tentials which in turn determine dividend policies. 
It would be impractical of course 


clining living costs, the issue of wage increases is 
likely to lose force this year and though now super- 
seded by pension demand, it may mean fewer strikes 
in 1950 than in recent years. 

Demand, of course, remains the basic factor—and 
not only demand as such but also demand trends. 
Last year, the emphasis of consumer spending was 
on hard goods, notably autos, houses, television sets 
etc. which set a faster pace than food and clothing. 
This is likely to continue in the months ahead but 
a reversal may set in later in the year. The trend 
of spending attitudes thus is highly important and 
needs watching, for it may portend higher profits 
in soft goods, lower earnings in consumer durables. 

Such trend reversals, on a somewhat different 
scale, are nothing new. Industries such as textiles, 
paper, rubber, shoes and leather goods which had 
been substantially curtailed last year, have latterly 
shown a brisk recovery and many formerly de- 
pressed consumer goods fields such as furniture, 
household equipment, refrigerators and electric ap- 
pliances are sharing in the improvement. In some 
cases, price reductions or a seasonal spurt were 
responsible for the pick-up; the revival in others is 
attributed to replacement of inventories which had 
fallen abnormally low because of declining demand 
or in order to avoid large mark-down costs. 

In view of the numer- (Please turn to page 530) 








to attempt to reduce to a common 
formula each of the various in- 
fluences, plus countless other fac- 
tors that may be peculiar to cer- || 


Corporate Profits Before and After Taxes, First 3 Quarters of 1949| 


(Millions of dollars) 





tain companies. But some, as is in 
clearly evident, deserve attention 
because of their applicability to all 
lines of business such as taxes, la- 


INDUSTRY GROUP 


Profits before taxes Profits after taxes 
First Second Third First Second Third 


quarter quarter quarter quarter quarter quarter 



































bor costs, volume determinants ete. All industries, total 7,521 6,586 = 7,259 4572 3,937 4,394 
In speaking of labor costs, at- || Mining nnn . 244 202 148 168 = §=©138 = 106 

tention must also be drawn to the Manufacturing 4,281 3,550 4,042 2,608 2,122 2,454 

potential effect of work stoppages. Metal indusivies 2... 1,962 1,570 = 1,757 1,141 882 1,015 

We all know how these can eat into Other manufacturing 2 ecccncecccenenecenemnenmned 3 NY 1,980 2,285 1,467 1,240 1,439 

profits or turn them into losses. CCH ORGNONY oie n= “$52 285 304 46 118 130 

They can suddenly cloud a previ- Communication and public utilities... 475 442 439 289 265 258 

ously bright earnings outlook pic- _ || Al! other industries 2,369 2,107 2,326 1,461 1,294 = 1,446 

ture. Fortunately, what with de- 
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OUR GROWING 
PRIVATE DEBT 


STRUCTURE 


By JOHN D. C. WELDON 


7s he continued marked uptrend in consumer 
and mortgage credit last year, accelerated in recent 
months, has created conflicting opinions as to how 
far this form of debt can safely rise without en- 
dangering the economy. To some, the rather modest 
relation of instalment debt to national income dis- 
pels anxiety, but to others the large dollar amounts 
involved are regarded with more concern. Hence it 
seems appropriate to weigh the pros and cons of 
this important subject. 

It is rather curious but indubitably true that the 
more money the general public has to spend, the 
stronger is the inclination to run into debt. In all 
past periods when personal incomes headed upward 
and liquid savings piled up, at least since instalment 
credit came into vogue, consumer indebtedness also 
tended to rise. Accounting for this seeming paradox 
is the circumstance that in good times the con- 
fidence of both lenders and borrowers expands, and 
ample funds on attractive terms become available 
for consumers fortified by accumulated savings and 
prospects of stable income. Conversely, the advent 
of a lean period is a natural cure for the dual op- 
timism, sharply reducing debt propensities and com- 
pounding loss potentials. 

The main question currently arising seems to be 
whether the rise in total instalment and mortgage 
debt by consumers to record proportions may trans- 
late the obvious benefits from enlarged purchasing 
power into a potential future handicap and whether 
any “cure” might not induce, rather than result 
from, lower national income and increased unem- 
ployment. Beyond question, the present high level 
of national prosperity never could have been reached, 
had it not been for a record expansion in consumer 
credit, nor could it endure if its supply sources 
should radically shrink for any cause. On the other 
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hand, last year’s rapid rise in 
consumer credit to an all-time 
peak of $18.7 billion, combined 
with debt commitments ag- 
gregating some $38 billion for 
the purchase of one to four- 
family homes, involves star- 
tlingly large sums that even- 
tually will have to be paid 

from disposable income. 
While the mortgages will be 
payable in far longer instal- 
ments than credits for con- 
sumer goods, the total amount 
payable yearly adds up to a 
substantial sum that should 
be deducted from theoretical 
disposable income at the pres- 
ent level of slightly more than 
$190 billion, because a com- 
mensurate amount will not be 
available for ordinary cash 
purchases. In considering the 
modern form of mortgage 
debts, however, weight must 
ae be accorded to the fact that if 
monthly service charges had 
not been assumed, the debtor 
would have comparable rental 

expenses to meet. 

Furthermore, the purchase 
of new automobiles has large- 
ly accounted for the impres- 
sive rise in consumer credit 
in postwar. While experience has shown that re- 
possession of cars in times of declining employment 
and reduced national income tends to expand sub- 
stantially, the trend is minimized by the basic im- 
portance accorded to car ownership by consumers 
and by the fact that partial payments continually 
reduce the remaining debt that is owed. As the same 
applies to other essential durables, such as refrigera- 
tors and electric ranges, most families are willing 
to make heavy sacrifices in lean times in order to 

complete payments on their instalment debts. 


geile 


Relation to Disposable Income 


Many students of consumer credit are prone to 
compare the current ratio of total credit outstanding 
to disposable income with that of 1939, discovering 
the seemingly reassuring fact that this percentage 
now stands at about 916% compared with 11% a 
decade ago. Because no ill effects resulted from the 
earlier ratio, it is argued that the present one not 
only is entirely safe but would also appear so if con- 
sumer credit rose by several billion dollars more. 
But just where the danger point may prove to be 
will rest on a good many other factors than the 
mere relationship to disposable income, at least in 
the opinion of many experienced bankers. 

For one thing, the easy credit terms established 
since the elimination of Regulation “W” have gen- 
erated distinctly inflationary forces that may cause 
trouble if allowed prolonged freedom. Furthermore, 
the rate of advance in consumer credit was so rapid 
in 1949, rising $2.5 billion, after a temporary de- 
cline in the forepart of last year, that if the momen- 
tum is held through 1950, the aggregate then might 
be burdensome and dangerous. Even if measured by 


the questionable yardstick of the disposable income 
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ratio, the percentage climbed by about 11.5% in the 
last half of 1949. If the national income should con- 
tinue to recede moderately in the current year, as 
happened in 1949, while consumer credit expands 
(a fairly safe assumption), the upward pressure on 
the ratio will be intensified. More importantly, the 
percentage would soar if anything like a more seri- 
ous recession should develop, possibly creating eco- 
nomic repercussions. 


Reassuring Factors 


On the brighter side of the picture, however, are 
several reassuring factors. In considering the cur- 
rent record amount of consumer borrowing, weight 
must be given to its widespread dispersion. Average 
credits for purchase of cars and durables are rela- 
tively small and a good deal of the total is accounted 
for by the rapidly increasing number of families. 
Many, if not most of these groups have established 
a marked trend to move from crowded cities to new 
housing projects in suburban sections where ac- 
quisition of an automobile, the major basis of in- 
stalment credit, is virtually essential. With a popu- 
lation increase of some 19 million in the course of a 
decade, and personal income up almost 300%, the 
fact that consumer credit has climbed only 225% 
may appear not excessive. 

Another favorable aspect of the situation is that 
the individuals comprising the millions that cur- 
rently have utilized the medium of instalment debt 
to satisfy their needs and desires can be counted on 
to appraise seriously their liquid resources and job 
security before incurring the obligations. Addition- 
ally, the 14,000 banks throughout the country that 
now actively promote instalment loans are certainly 
conservative in weighing the fundamental merits of 
loan applications before acceptance. While in some 
cases, of course, the optimism of either lenders or 
borrowers may prove unjustified, by a large margin 
their combined judgment is much more likely to 
constitute a more dependable check upon excess 
borrowing than Federally imposed controls. 

It is true, though, that both parties to these small 
deals may be inclined, occasionally, to lose sight of 
broad economic hazards created by country- 
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treated more liberally than in prewar. Were it not 
for the relative ease with which the more than 
900,000 new housing units annually built in recent 
years can be acquired, the entire building program 
would probably have to shrink materially. From this 
angle it is evident that the liberal terms currently 
in vogue predominantly account for the record build- 
ing boom that in turn is one of the main props of 
our economic prosperity. 

It should be realized, though, that the modern 
method of amortizing mortgages impels the pay- 
ment of periodic sums in addition to interest, al- 
though lower interest rates are somewhat of an off- 
setting factor. This is important, as the GIs with 
no down payments to make have correspondingly 
larger service charges to meet than others whose 
down payments have been substantial. If hard times 
should come and a very large number of home 
owners experienced dif- (Please turn to page 529) 





wide totals, or of cross currents likely to im- 


END OF MONTH FIGURES BILLIONS OF DOLLARS 
18 





pair personal ability to repay loans. There is 
indubitably some point at which the bankers 
themselves must curb their urge to employ 








investible funds in this lucrative manner, or 
else the Federal Reserve Board will reenter 
the picture. 





CONSUMER CREDIT OUTSTANDING 





FEDERAL RESERVE ESTIMA 








As mentioned earlier in our discussion, a 
major portion of consumer debt now out- 
standing is represented by a mountainous 
accumulation of non-farm mortgage obliga- 
tions. In the last four years, the mortgage 
debt on small homes has about doubled, the 
total at the end of 1949 rising to about $3 
billion compared with $19.2 billion at the 
end of 1945. Compared with former periods, 
moreover, the current high level of such debt 
has new elements of potential danger that 
must be considered. This because postwar 
policies to construct low cost housing on a 
vast scale have brought radical changes in 
purchase and mortgage terms. 

Veterans, as we all know, can freely buy 








ar sesccsescscscos 


INSTALMENT 
CREDIT 


CHARGE 
~~ ACCOUNTS A 4 





A 
SN ne” 


POA MNO a td eens 


SERVICE CREDIT ° 








a new home with no down payment at all, 


and in this respect the general public also is ones 
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ADDED to the ever-present tug of war between the 
republicans and the democrats in congress, height- 
ened in recent years by the introduction of a Dixie- 
crat-GOP coalition, is a new threat to sane legislat- 





WASHINGTON SEES: 


Most extraordinary development in govern- 
ment-management relations in history is the cur- 
rent investigation of steel price increases, yet its 
significance appears to be lost in the industry's 
acceptance of official exploring. 


It must be borne in mind that steel production 
is neither a public utility nor a type of business 
whose peculiar conditions, such as the alcoholic 
beverage trade, has placed its rates and prac- 
tices under the surveillance of congress by statute. 
Therefore, this marks the first time that private 
enterprise exercising its undisputed right to sell its 
product at whatever price it wishes, has been 
called before a bdektele and ordered to ex- 
plain its profits and the charges it exacts. 


The Joint Committee on the Economic Report 
is conducting the inquisition. The line of inquiry 
is about the same as that which is followed by 
the Interstate Commerce Commission to determine 
whether new and higher tariffs should be per- 
mitted to become effective. 


Aside from the fact that steel may be con- 
tributing to a slow edging of government into a 
field which has no statutory regulation, the indus- 
try may be making a wise move. While Senator 
Paul Douglas is a partisan democrat in political 
matters, his eminence as an economist is ac- 
cepted everywhere and his fairness as a presid- 
ing officer is applauded. For that reason, steel is 
having an opportunity to show it has nothing to 
hide; in fact is getting over to the public the fact 
that production costs, necessary expansions can 
come only out of earnings and that earnings must 
fluctuate to keep pace with costs. 








* STEEL PRICE INQUIRY 


By E. K. T. 






ing in the form of a series of sectional fights in- 
volving the areas in which specific commodities are 
grown or produced. The congressmen from southern 
states have refused to permit the FEPC bill to be- 
come law and are bitter at northerners who deserted 
the coalition on that fight; the southerners and the 
agricultural representatives fell out on the oleo bill; 
now the farm congressmen are throwing roadblocks 
in the way of the cotton acreage bill. 


FURTHER proof that the veneer of suaveness over 
congressional tempers is wearing thin was found in 
the open fight between two New York City demo- 
crats—Reps. Adam Clayton Powell and Franklin D. 
Roosevelt, jr. Powell accused Roosevelt of seeking 
to take the credit for the house FEPC bill which 
was, in fact, Powell’s measure. The late President’s 
son committed a serious faux pas by circulating a 
rules committee discharge petition affecting a col- 
league’s bill, but normally this would have been 
compromised, or overlooked. But Powell accused 
FRD, jr., of making political hay in an attempt to 
win the governorship of New York, and the oral 
shooting began. On the senate side, Senators Wil- 
liam Langer and Wayne Morse are raising hob with 
their own GOP-ers, may be officially read out of 
the party. 

SUPPORT is lacking for an adaptation of the Rum] 
Plan intended to apply only to corporations. It would 
require one-half the annual taxes of a corporation 
to be paid to the Treasury in the first three months 
of the year, the second half three months later. As 
matters now stand, approximately 5 billion dollars 
(enough to avoid deficit financing in 1951 fiscal 
year) will come in after the fiscal year ends. By 
forced acceleration of payments a budget balance 
could be achieved in this important election year. 
But the maneuver is transparent: it would solve the 
deficit problem only of the first year of its operation. 


REPUBLICANS aren’t asleep at the switch. They have 
settled on the heavy spending issue as their best 
campaign bet and don’t intend to overlook any op- 
portunity to blow it up to best advantage. That op- 
portunity is expected to come this year when, for the 
first time, an omnibus appropriation bill will be 
submitted to both houses. 
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and the republican leaders in congress are in agreement 
that wartime excise taxes should be reduced in some cases, 
eliminated in others, the Administration-controlled 
lobby investigating committee intends to examine the 
background to the entire movement. Particular target 
will be tax lawyers and accountants for business 
establishments, active in promoting the repealers. The 
committee expects to find lobbying has been carried on 
by persons who haven't registered to conduct such activity. 























Purpose of the investigation is to uncover 
weaknesses in the registration act. Rep. Buchanan, 
chairman, assures there is nothing punitive in the program 
(unless, of course, wilful and flagrant violation is 
found) ; the idea, he says, is to plot improvements in 
the basic law. But the entire subject of taxes is a 
touchy one in Washington and selection of this field for 
Survey Suggests that a few knuckles will be rapped before it's over. 























Difference of opinion exists in the republican high command whether 
it is advisable to concentrate upon the spending issue in the next campaign. The 
certainty of a huge operating deficit, coupled with a demand for another billion 
dollars in taxes, impresses some of the party chieftains as a good issue. But some 
of the practical politicians in the GOP fold point out that government spending has 
been used in eight campaigns since President Roosevelt went into the White House, 
and it hasn't clicked yet. 





























The federal budget is so complicated a document that the President and the 
Director of the Budget Bureau call the press in for a seminar several days in advance 
of its submission to congress. The newsmen, who live with the document through 
the year, frequently point out items which even the President hadn't realized 
were in the setup. That happened this month. But the problem may now be solved: 
"Federal Budget in Brief" has been issued by Director Frank Pace and it has proved 





























For the first time, every dollar related to national defense is placed 
under a single head, the same is true of housing, and of natural resource develop- 
ment, as well as all other classifications. In the official budget, proposed 
expenditures under a single purpose may be found in several agency financial setups 
and it hasn't been possible for the layman to get an overall figure. Explanatory 
notes may draw the criticism that partisan advocacy is being indulged. That may be 
true to some extent; on the other hand some delineation is necessary to understanding 
of the complexities of federal income and outgo. 



































In another field of finance is an interesting document published by the 
Federal Irade Commission to compare prewar and postwar rates of returns in 25 manu- 
facturing industries. The years 1940, 1947 and 1948 are covered. Of especial 
interest are the comparisons of changes in the level of earnings of the four largest 
companies in each industry. Work sheets upon which the report is based include the 
financial returns of 528 manufacturing corporations. 
































Shown in the document which is surprisingly brief and made up largely of 








holders were higher in 1948 than in 1947; in all but two of the industries, 1948 
returns showed increase over pre-war 1940. The two were cigarettes and cigars, and 
the explanation is found in a sharp upturn in the price of tobacco whereas prices for 
the finished product had been stabilized, didn't move up proportionately. 

fo interested parties, the trade commission offers copies on request on a "while 

they last" basis. 
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finally has come out flatly with the statement that it has no intention to back the 
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suggestion that industrial plants be relocated. The National Security Resources 
Board had been tagged as the agency responsible for the plan to move essential indus- 
tries inland, away from the supposedly vulnerable coasts. Manufacturing companies 
had pleaded for clarification; the uncertainties, it was explained, prevented plans 
for expansion. But when organized labor demanded an answer, it came promptly: from 


























What the defense agencies want, runs the explanation, is not dispersal ; 
of existing plants, but geographical diversification in the planning of new facili- 4 
ties. And that doesn't mean a New Jersey company is expected to build its 
additions in the midwest. A few miles separation is now regarded sufficient. 
Dispersal within areas, not from area to area, is the idea. There will be a howl 


























| from mid-western congressmen who saw the prospect of great industrialization, if 
| population movement into their districts. : 





| Probably unintentional but certain to carry the weight of official ap- 

| praisal is the statement which indicates that the probable area of atomic bomb 
destruction is not as expansive as many believe. Said Chairman Howard: "Our program 
for dispersion is designed to make all areas desirable for an atomic target by 
advocating that the location of new plants or the expansion of existing plants be 
made in areas outside of a three-mile radius from other vital facilities." 
































Business organizations awaiting the findings of the 1950 decennial census 
as a base for revising market studies will get Speedy reports from the Bureau of 
the Census. Ten years -- the span between enumerations -- is a long time at best. 
With the population dislocations that came with the war, the need for official data 
becomes even greater. Promised now are data on municipalities not later than 
July 31, and possibly some time in June. They'll be tentative but probably accurate. 
Final figures will be available for the entire country in March 1951. The economic 
studies will come later, first nationally, then breaking down by regions, states, 
metropolitan areas, and by cities, in that order. | 























The house-approved bill enlarging the social security act's coverage is 
almost certain to be indorsed by the senate, but there may be major changes. 
Stumbling block to early action is the provision to pension permanently and totally 
disabled workers before they reach the statutory retirement age. Some members of 
congress think that comes close to national compulsory health insurance, want it | 
dropped or hemmed in carefully. 




















The retirement age at which contributors to the social security system may 
begin drawing benefits is 65 years. To be covered under the proposed change would 
be workers who have been paying in for 10 or more years but who become totally 
disabled before they reach that age. The argument is made that they have a vested 
stake in the fund, shouldn't be required to seek charitable assistance while waiting 
for the years to tick off. 




















Labor's League for Political Education is telling its nationwide membership 
the Byrd Economy Budget which would cut 6.4 billion dollars from President Truman's 
estimates is only a thinly distinguished Dixiecratic effort to eliminate the 
Fair Deal. The tipoff, it's pointed out, is gained by examining the points at 
which the Virginia Senator would apply the pruning knife. It's domestic activities, 
not international or military affairs that would be slashed, say the labor 
politicians. 


Apart from the political claims, it must be agreed that the Byrd budget 
would lay a heavy hand on some going business. It would take 35.3 billions from such 
programs as social security, housing, health insurance, labor and conservation of 
natural resources. The Truman budget there is 12.4 billion dollars. But against the 
30 billion dollars for military and international affairs, a reduction of only 
5.1 billions is proposed. The senator would go along with Mr. Truman on the 
agricultural budget of 2.2 billions. As a matter of fact the final action by congress 
will come closer to the Byrd figures than those of the White House. At least that 
is the outlook as the two houses settle down with the Presidential messages 
out of the way. 
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reat Britain, the second largest trading 
nation in the world and the second most important 
country of the North Atlantic community, will hold 
national elections on February 23. The United States 
has a stake in these elections, the basic issue of 
which is whether Britain’s economy should be freed 
from overbearing State control and bureaucratic 
management and treated to a bigger dose of free 
enterprise and competition. 

Our stake does not merely revolve around the 
question of free enterprise versus socialism. It also 
finds expression in the sincere desire on the part of 
the average American to see our most powerful 
partner strong and prosperous. For with Great 
Britain moving from one economic crisis to another, 
the North Atlantic Pact would merely be so much 
paper. Without Great Britain able to balance her 
international accounts — to pay her way without 
outside aid — there can be no permanent return to 
multilateral exchange of goods and to the free con- 
vertibility of currencies. 

The need of making Britains’ economy less rigid 
and more responsive to external economic influences 
by opening the door to incentive, competition and 
free enterprise, became apparent last Summer. The 
drop in the international price level and the shift 
from the sellers’ to the buyers’ market found Great 
Britain unable to adjust herself quickly enough, and 
the gap in her payments with the dollar area became 
so wide that it became impossible to fill it even with 
the aid of Marshall Aid grants. 

The second major development that suggests the 
need for a review of Labor’s economic policies has 
been the widening gap between British and Con- 
tinental Western European economic policies. While 
Belgium, Italy, France, and most recently the 
Netherlands, have liberalized their economies by 
lifting price controls, abolishing rationing, and giv- 
ing up subsidies, the Labor Government has been 
stubbornly retaining a managed economy. Thus in- 
stead of moving closer, to prepare the way for eco- 
nomic integration and the eventual convertibility of 
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currenceis, Great Britain and Western Europe have 
been drifting apart. 

As view from this side of the Atlantic, it would 
have been much better from the viewpoint of the 
West if the British elections had been held last Sum- 
mer when the issue of less State control and more 
laissez-faire, and more incentive, was much clearer 
than it is now. As it happened, the devaluation of 
the pound “let in some air” — but not enough. The 
Labor Government by averting a crisis has been in 
a position to show that “it can eat the cake and have 
it too” — but how long? 


Trying To Do Too Much 


No one can accuse the Labor Government of 
shirking its responsibilities or of not having good 
intentions. The trouble is that it has promised and 
attempted to much. There was war damage to be 
repaired, and the industrial capacity to be enlarged 
and made more efficient so as to make up for the 
restrictive industrial policies of the past. The Gov- 
ernment has seen to it that the people are provided 
with a great variety of social services, and the cost 
of essentials has been kept down by subsidies. A 
considerable slice of the wartime debts to sterling 
area countries has ben repaid, and an attempt has 
been made to rebuild Britain’s investments overseas 
so as to attain independence of dollar area goods. 

All this has given certain classes of people in 
Great Britain and some foreign countries too much 
sterling to spend. To prevent inflationary pressure 
at home and to avoid heavy sterling depreciation 
abroad, increasingly complicated controls have been 
set up, managed by a steadily growing government 
bureaucratic machine. 


499 












































Great Britain: Foreign Trade After Devaluation 
Exports to: 
United Latin Western Sterling Exports 
States Canada America Total Europe Area Total 
(Pound Sterling figures—millions) 
1948 Avge. . 55 6.0 5.5 17.0 43.0 65.5 131.3 
1949 
| 1 Quar. . 5.3 6.4 15.4 27.1 46.6 78.6 158.4 
2 Quar. 3.3 6.6 11.2 a 44.1 79.0 149.1 
| 3 Quar. . 3 5.9 13.9 23.3 40.9 ° 74.3 144.3 
Od... 5.6 6.4 18.8 30.8 48.3 79.1 161.3 
Nov. ...... 73 8.3 166.4 
Dec. 7.2 7.6 Rca ated 153.8 
(Dollar figures—millions) 
1948 Avge. 22 24 22 68 172 262 549 
1949 
1 Quar. 23 26 62 108 186 314 634 
2 Quar. i3 27 45 84 176 316 596 
3 Quar. ! 24 56 93 164 297 577 
De... 16 20 53 86 135 221 451 
Nov. . 21 23 465 
ee... 20 21 ; 431 
Imports from: 
United Latin Western Sterling Imports 
States Canada America Total Europe Area Total 
(Pound Sterling figures—millions) | 
1948 Avge. 15.4 18.6 27 42.9 62.4 173.3 | 
1949 | 
1 Quar. 18.0 15.1 23.5 56.6 45.7 70.0 179.7 | 
2 Quar. 19.6 17.2 21.0 57.8 53.3 76.2 194.7 | 
3 Quar. 17.2 19.9 22.6 59.7 57.7 67.9 189.2 | 
Od. . 21.4 23.6 25.7 70.7 70.3 198.9 
Nov. .... 201.0 
Dec. .. 196.0 | 
(Dollar figures—millions) 
1948 Avge. 62 74 110 246 172 250 693 | 
1949 | 
1 Quar. 72 60 94 226 183 280 Al ae 
2 Quar. 78 69 84 231 213 305 779 
3 Quar. 69 80 90 239 231 272 757 | 
Oct. 59 66 72 197 197 556 | 
Nov 563 | 
Dec 549 
British and American Prices and Wages 
Peak Latest 
UNITED STATES: 1937 1948 1949 
Wholesale prices 
General index 100 196(a} 176 November 
Raw materials 100 217(b) 189 November 
Finished goods 100 189(a) 170 November 
Cost of living | 
General index 100 170(a) 164 November | 
Retail food 100 206(a) 191 November | 
Export prices 100 197(b) 171 October 
Import prices 100 222(c) 205 October | 
Wages | 
Hourly earnings 100 226(d) 223 November | 
Hourly earnings (cents) . 62 141 139 November | 
Weekly earnings (dollars) . $24.1 $55.7(d) $54.5 November | 
Purchasing power of the dollar | 
(based on) the cost of living 100 59 6l November 
Aug. Latest | 
GREAT BRITAIN 1937 1949 1949 | 
Wholesale prices 
General index 100 210 221 November | 
Raw materials . 100 225 241 November 
Finished goods . 100 199 203 November 
Cost of living 
General index 100 179 181 November 
Export prices 100 258 256 October 
Import prices 100 272 293 October 
Wages 
Weekly wages 100 186 186 November | 
Weekly wages, in shillings 53(f) 119(g) 
Purchasing power of the pound 
(based on) the cost of living 100 56 55 November 
(a)—August 1948; (b)—July 1948; (c)—Feb. 1949; (d)—July 1949; (e)—Sept. 1949; | 
(#)—1938; (g)—Second quarter 1949. | 
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To pay for the rebuilding of the coun- 
try, the modernization of industries, 
and above all for social welfare, the 
British people have had to tax them- 
selves. During and since the war, the 
Government has been collecting some- 
thing like 40 per cent of the overall 
national income in taxes. This excessive 
taxation has resulted in high produc- 
tion costs which cannot very well be 
lowered because taxes have remained 
high. Above all, however, the high rate 
of taxation has destroyed the incentive 
and willingness to take risks on the 
part of the entrepreneur, and willing- 
ness to work longer hours. At present, 
all overtime pay is subject to a tax up 
to 45 per cent. 

If Great Brtiain is to avoid another 
dollar crisis within a year or two, it is 
essential that she (1) shift more pro- 
duction into export trade, (2) channel 
a larger share of exports to dollar area 
markets, and (3) provide incentive for 
great productive effort. But such an ex- 
pansion of production is unthinkable 
without giving the entrepreneur some 
relief in taxation and without getting 
the worker to work more efficiently and 
longer hours. The latter will be impos- 
sible to achieve, however, as long as the 
Government insists upon maintaining 
the present condition of full employ- 
ment. Only by making it harder to get 
another job, or by creating some transi- 
tional unemployment, will it be possible 
to shift the workers to the industries 
working for the dollar area market, and 
to make them work harder. But all this 
has been anathema to the Labor Gov- 
ernment, and so the British economy 
has continued reasonably prosperous— 
thanks to Marshall aid and Canadian 
loans—but static. 


Reducing the Dollar Gap 


As already noted, the Labor Govern- 
ment missed, when revaluing the pound, 
an unrivaled opportunity for launching 
fundamental remedies that would have 
gotten the British economy out of a rut. 
However, “it has been made all too 
plain,” as the London Banker expressed 
it, that “the only additional incentive 
to be provided was to be that which 
comes from the cheapening of the ster- 
ling.” Not much more was done, the 
Government settling down to apply the 
same old “cost reducing prescriptions 
which have produced so little effect in 
the past.” 

The most obvious improvement in 
Britain’s position since the devaluation 
has been the closing of the gap in her 
payments with the dollar area. The 
deficit currently running at about $1 
billion—as compared with $2 to $2.5 
billion last Summer—is almost exactly 
offset by the Marshall Aid receipts. But 
in view of (Please turn to page 528) 
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ie is our annual custom, we are submitting to 
our readers ten stocks chosen for potential market 
leaders in the current year and analyzed in thumb- 
nail fashion on the subsequent pages. Our selection 
has been made after thorough study and represents 
companies which we believe offer the prospect of good 
business and substantial earnings, and whose stocks 
therefore should enjoy above average appreciation 
during the year ahead. It is in the latter sense that 
we apply the term “potential market leaders.” 

Considerations of mere speculative appeal have 
played a relatively minor role in selecting these 
equities from a sizeable list of likely candidates. In 
accordance with our policy, these recommendations 
are based not only on the intrinsic value of the stock 
in terms of financial position, earnings and dividend 
prospects and attractive income return, or a com- 
pany’s or industry’s position under the economic con- 
ditions likely to prevail during the year ahead, but 
also on technical considerations, market sponsor- 
ship and other pertinent factors. In short, we have 
applied all the usual criteria that necessarily and 
prudently enter the selection of securities, though 
special attention has been given to the forthcoming 
industrial and economic environment and the ex- 
tent to which recognized potentials have already 
been discounted by past market action. 

Thus among our selections are the stocks of com- 
panies in industries with substantial demand pros- 
pects in the foreseeable future, including steel, 
building materials, chemical, paper, oil and natural 
gas, and aircraft shares. Inclusion of a railroad 
stock is based not only on the promise of improving 
operating results in the railroad industry, but par- 
ticularly also because of the distinct growth poten- 
tialities of the territory which this railroad serves. 
In every case, our choice has been dictated by a 
variety of factors which we believe may combine 
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to render acquisition of these 
stocks at the proper time profit- 
able. Above all, under today’s con- 
ditions, we have given recognition 
to the desirability of high income 
yield and ample dividend coverage 
even in the event of declining earn- 
ings, a factor which should act as 
a positive influence on future mar- 
ket action of stocks so protected. 

As to the timing of purchases, 
we frankly feel that the next few 
months may bring more opportune 
buying points than current price 
levels afford. In our view, the mar- 
ket is now in a corrective phase, 
the scope and duration of which is 
difficult to predict. Apart from 
this, while the business outlook at 
least for the earlier part of 1950 
is admittedly good, this must be 
considered largely discounted by 
the market; and there are a good 
many question marks regarding 
the outlook beyond mid-year that 
may well promote reactionary 
trends for some time at least. 

In view of this, our advice is to 
withhold commitments at this time 
until the nearer term market out- 
look becomes clearer, or until bet- 
ter buying levels are at hand. 

Gauging the market outlook at this time must take 
into consideration not only the prospective trend of 
business but also the uncertainties, and the at least 
temporarily upsetting potentials inherent in the na- 
ture of the Administration’s program now starting 
its journey through Congress. Impending tax meas- 
ures alone will take time to clarify. The same is true 
of other economic proposals advocated by the Govern- 
ment, some of them of deep fundamental interest to 
business and industry. 

We suggest that our readers carefully follow the 
A. T. Miller market analysis in each issue for guid- 
ance in timing future purchases. He will inform you 
of the opportune time to buy the securities we have 
selected and he will—later—also advise you when to 
sell so as to realize maximum profits. If in the course 
of the year, developments should arise which might 
suggest revision of our list of recommendations, Mr. 
Miller will likewise inform you. 
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FREEPORT SULPHUR FT — ‘8 —— (B.F.) CO. GR ' 
. > r ‘TS. 1. 7 1 a . rs — 
a — : : : 
Price Range Price Range : — 
1928 = 1985 80 a 100 - 186, + == 
High - ——+ High —105 3, 
Low — 10 Low -23 ~ 
- 10 EE 
: re = 
- - p 
Funded Debt: None a the rusia a 
Shs. Common: 800,000 - $10 par T = SAC ; id r 
Fiscal Year: Dec.’ 31 - dt colt_Lone Tere Debt: $42,878,000 } ff 
; - — 4 Mens. $5 Pra: 412,031 - no par t- 4 
SE wette T <= F Sus.’ Common: 1,308,320 - no par 7 : 
Estimated earnings t wi Fiscal Year: Dec.° 31 : = 
— - - : - : - —— 
= “i + = = 
# ca or _ 
: : K iy mi 
it Ky tt 
- - — I 
+ : im : oe. 
r mF 
frat - <4 
Plu 
1: SSeS ae 
+ ty : { 
10 t . 
THOUSANDS OF SHARES os — — ; / THOUSANDS OF SHARES E Estimated earni 
— .- t : + ee t n Te i : if } 
+ +E ; Tt 7 8 t .: t = Z =a | 
eer ner bl : ridin ss 
te38 1030 1940 1041 1042 1043 i 1948 1946 1047 1948 19049 te3e8 1939 1940 1@41 1942 1943 1944 1945 1946 1947 1946 1048 
2.76 3.81 | 3.05 | 3.05 3.10 | 3.20 . 4 3.89 5.42 |E6.75 Fars 14 3.51 | 3.12 | 6,02 ry 13_|_7.31 1.64 7.84 | 17.60 | 16.18°16.57 [EF 
2.00 | 2.00 2.00 00 | 2.00 2.1 2.50 | 2.50 |. 2. 4.00 | - 1,00 | / 2.00 | 2.00 2.00 2.25 4.50 5.00) 5 
KURA MR) BE Ke 5 eee Rw 18 me on sill 93.1 | 64.2 | 63,1 A 69.3 4 77.9 | 14.7 | 106.2] 309,31 124.5 | 138.0 We 0 
FREEPORT SULPHUR COMPANY \ B. F. GOODRICH COMPANY 


BUSINESS: For almost 40 years past, this company has mined and proc- 
essed about one-third of total sulphur produced in the United States, this 
material forming the base of sulphuric acid, the chemical most widely 
used by industry. 
OUTLOOK: Worldwide demand for sulphuric acid is so stable and so 
large relative to supply that an experienced concern such as Freeport 
Sulphur, fortified by ample reserves of raw sulphur, has been able to 
operate successfully even in the leanest periods. Deposits of sulphur are 
very limited in the United States and in foreign countries also. So many 
industries find sulphuric acid essential that the outlook constantly remains 
bright as to prospective demand. As to supply, Freeport Sulphur in the 
last few years has spent about $7 million developing its Grande Ecaille 
deposits in Louisiana, operated without time limits on a royalty basis with 
several large oil concerns. Proven reserves there are very large and sup- 
plement others long operated at other points, while completion of a mod- 
ern plant has begun to expand earnings potentials. As wage costs are low 
and sulphur prices remarkably stable, this enterprise operates with mar- 
gins of 24% or higher. For nine months ended September 30, 1949, net 
earnings rose to $5.02 per share from $3.55 in the same 1948 period. 
Total 1949 net should be around $6.75 a share. As together with Texas 
Gulf Sulphur Company, the two concerns account for fully half of the 
world sulphur supply, the. restricted competition should continue to pre- 
clude any significant price variations in 1950, as has been true for many 
years past. Hence the outlook for stable earnings is excellent. 
DIVIDENDS: Stockholders have received dividends regularly since 1927. 
Since 1939, annual payments increased from $1.50 per share to $2.62!/, 
in 1948, advancing to $4 in 1949. Last December ,the quarterly rate was 
lifted to $1.25. 
MARKET ACTION: Recent price—58!/2 compares with a 1949-50 range of 
high—60, low—38. If the current dividend rate holds in 1950, the yield 
would be 8.6%. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31 
1940 1948 












ASSETS (000 omitted) 

RUN rina ahah vas eye anv eseestescavamceanen teckneie $ 6,395 $ 6,379 —$ 16 
ND IDITUINDS ccssicesessiccsccrossesenseos © dadacens 14,000 -+ 14,000 
Receivables, net ...... 981 2,669 + 1,688 
I So trcaccactuvese 7,236 6,333 _ 903 
TOTAL CURRENT ASSETS.. 14,612 29,381 + 14,769 
Plant and Equipment... 10,282 18,324 + 8,042 
Less Depreciation ......................... 5,341 10,778 -+ 5,437 
I ie s6sbsi0iennncdiitbassrienesvns 4,941 7,546 + 2,605 
gg SERA ap eRe er CN Oe: 3,651 20 — 3,631 
Other Assets ... ‘ 2,016 1,872 _ 144 
INNIS 5 sn czvnpcccchacnssvecessicneaksrseaee $25,220 $38,819 +$13,599 
LIABILITIES 

PE IIIND 55g soci ns onssnescdecicacsapsienes $ 701 $ 1,592 +$ 891 
Acerwuais .......:... re 1,224 2,639 + 41,415 
Accrued Taxes ...... skeeiees 635 1,153 “4. 518 
TOTAL CURRENT LIABILITIES... 2,560 5,384 + 2,824 
ER eee 615 3,273 + 2,658 
Funded Debt ....... eee — 3,000 
Common Stock .......... 7,964 8,000 4 36 
Ee a 11,081 22,162 + 11,081 
TOTAL LIABILITIES ... . $25,220 $38,819 +$13,599 
WORKING CAPITAL ...............0.::0.ccccccee $12,052 $23,997 +$11,945 
NI ININTID  ouscdssroscsuasccsscesssavencesean’ 5.7 5.4 3 
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BUSINESS: Company is one of the “Big Four” in the industry, producing 
not only tires and tubes, a wide range of rubber goods, but also tire 
fabrics, chemicals, plastics, etc. The business is of international scope. 


OUTLOOK: With more than 42 million powered vehicles on the road that 
will require replacement tires, and output of new cars and trucks in the 
first half year certain to be at a high level, prospective sales should keep 
the Goodrich tire division busy. Furthermore, margins should benefit from 
a recent 7% advance in the price of replacement tires and tubes and 5% 
for original equipment, a large portion of the latter going to General 
Motors Corporation. Goodrich has+steadily expanded its output of non- 
tire items to a point where these now account for about half of annual 
sales, and margins on these are normally wider than on other products. 
Due to this factor, combined with the development of synthetic rubber, 
the company’s business henceforth should prove far more stable than in 
prewar, and growth potentials have been enhanced. While 1949 earnings 
were adversely affected by a strike, rising costs and reduced prices, net 
earnings of around $12 per share are expected, establishing a wide 
coverage of dividends. Elimination of last year's handicaps could lift 
earnings in 1950 or at least stabilize them around the satisfactory 1949 
level. As of June 30, 1949, working capital of $154.6 million was an all- 
time peak. All said, the 1950 outlook for B. F. Goodrich is promising, and 
this might also apply to its longer term potentials. 

DIVIDENDS: Payments in 1949 included regular quarterly dividends of $1 
per share plus a year-end extra of $1.50 for a total of $5.50, representing 
about 46% of available earnings. Except in depressed periods, dividends 
have been paid since 1912 at least. Increased liberality may result from 
completion of plant improvements. 

MARKET ACTION: Recent price of 76!/, compares with a 1949-50 range 
of high—7634, low—52!/, and establishes a current yield of 7.2%. 


COMPARATIVE BALANCE SHEET ITEMS 

















Dec. 31, June 30, 
1940 1949 Change 

ASSETS © (000 omitted) 
| REPSEER GA Ree ee an Fea ee eee ee $ 12,888 $ 22,606 +$ 9,718 
PRETEND MOCUTUNIOS .0....506...505..sccsecsseee ©. cphsenses 802 -}- 802 
Ney GUID eisisiiceicecvicessccsescesceassss 27,589 57,630 + 30,041 
SIIININD ic ssdsdnccoccseence 41,455 98,778 + 57,323 
Other Current Assets SS __— _ 1,327 
TOTAL CURRENT ASSETS...... 83,259 179,816 + 96,557 
Plant and Equipment...............%....... 95,041 171,563 + 76,522 
BE OD ict csrcisdenesccccsssncense : 46,374 90,503 + 44,129 
Net Property 48,667 81,060 + 32,393 
Investments .... 5,333 4,104 _ 1,229 
Other Assets : 3,167 1,459 — 1,708 
I indies obs cs eiageeestgndsdnasenhes $140,426 $266,439 +$126,013 
LIABILITIES 
IR si cchdnisonsesiciepacesccesseoes $ 13,643 $ 16,656 +$ 3,013 
Bank Loans—Foreign ............. spiel 457 Le 457 
Pee I, GD oiiiv svivccseciceccasseccss 1,200 1,948 +- 748 
Tax Accruals ................... et ors 4,314 6,100 ao 1,786 
Other Current Liabilities...... 912 ane —_ 912 
oe s-weasnind LIABILITIES. 20,069 25,161 o- 5,092 
a oem 1,287 35,154 + 33,867 
Other. Liabilities sadevawenst cetaes yeas 42 ieee _ 42 
I aicksscscocosesusscesutsusieps seveeosnone 39,582 44,104 ao 4,522 
INTE sch cchascorsccneceapecoees 24,722 41,203 + 16,481 
I 50, bp cs, ence ns caateerecee cess 44,026 44,280 + 254 
aa cekspnasiesacenstosscedvexe 10,698 76,537 + 65,839 
TOGAL LOB IEITOES o...050550000..0000005 $140,426 $266,439 -f $126,013 
WORKING CAPITAL ................ 63,190 $154,655 +$ a 
MTN RUUD ois cocsessscossececsecssbervvsnses 5 | ° + 
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ai a. —— JOHNS-MANVILLE CORP. JM 1 INTERNATIONAL PAPER ip 
aa as - —f- —+ Adjusted — t Ca 
—}-—+ S52 'Asbestos & Bldg. Price Range —j Newspri nt = 
soe eee = Materials 1929 - 1935 —j 94 “|| 
a pa ° ERE a 
aa : High — . — i ag 
ew Se === Low —- Se j 
—} 80 7 35 
+ ° Deas aa t + 
: Long Term Loans: $5,509,382 q = tt 30 
== Shs.’ 3bx Pfd: 73,563 - $100 par 70 t t itt : 
: Shs. Common: 2,906,059 - no par t I iit 
: Fiscal Year: Dec. 31 x | Funded Debt: None fe Het 25 
= = —] 60 Shs. $4 Pfd: 230,000 - no par um 
a t T rm Shs. Common: 3,560,000 - $15 par—] i rh 
aa f Ht - Fiscal Year: Dec. 31 ; H+ Ht +_ 
rn 2 
aes ie t hi * Bt) Len eo if : Lu = 
sashes a on yy al 1 oem i 
ene: | S| stele + T 
—. } bt Ti tt t — { 
ee T tit Las | 40 tal 
—— Tu biGium 
nee + + + j a 
eee t T teght —_|—4 ath 
T a. 4 TW Bl bd t = 
2 ee, % T Ta + td si + 
——4 4 Hr 2 oe t' = ——— | Sa eee 
= a = 
al en Oa rere 
sepa SS: t— =e aa) (RLS a eee 
E Estimated ing THOUSANDS OF SHARES —— |__| —_+ I t _ " : 
a | : } rao cy +- I - } THOUSANDS OF SHARES +———-+——jE__ Estimated earnings 
i =e a3 ;, 1 eae if rn ; t a ee ee 
ir flit it tft dt ss i ; PITA ITTITR EPR TATRPNTT (7 
1939 | 1940 1941 1942 1943 1944 1945 1946 1947 1948 1949 1936 19390 1940 1941 i _| 1946 1947 1948 1949 
1.41 | 2.12 [2.22 | 2.12 | 1.76 [| 2.15 | 1.91 | 2.01 | 3.23] 5.22 [B5.00 faenli@1. 23 .07 | 3,03 | 3.18 | -87 | 1.03 | 1.04 | 1.05 | 3.99 | 7.51 | 8.36 /B5.87 pas. 
91g | .918 | .91g | 1.00 |/ .75 | 918 | 1. 1.168] 1.40 | 2.00 | 2.50 || - - - 7 ee a ee] [on | 
19,3. 18.6 | 22.0 32.3 28.6 | 25.3 | 25.8 | 24.6 26.9 | 35.1 |we cps 33.9 35.8 | 40.5 44.4 56.9 | 64.5 71.1 65.4 | 63.0 0 i 8 | M $ 
JOHNS-MANVILLE CORPORATION INTERNATIONAL PAPER COMPANY 
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BUSINESS: This is the largest manufacturer of building and other products 
made from asbestos, magnesia and siliceous earths, its output including 
more than 400 items. Broad markets for roofing materials, brake linings, 
road construction, insulating and acoustical boards and asbestos-cement 
pipes are a few of many exploited. 

OUTLOOK: The record momentum attained by the building industry in 
1949 seems likely to lose little if any force in the current year. Industrial 
construction may decline but this should be offset by gains in public 
works, and commercial building, while anticipated construction of some 
900,000 new dwelling units will nearly equal the number in 1949. Johns- 
Manville should not only experience a large demand from these varied 
markets but also from substantial sales for repairs. With over-all building 
industry volume potentials now envisaged as about $25 billion in 1950, 
this strongly entrenched and well integrated concern thus has encouraging 
prospects. Completion of a $50 million postwar expansion and moderniza- 
tion program places the company in a position to greatly expand out- 
put as well as to effect better control over operating costs. To assure ample 
supplies of asbestos, J-M is developing a large new body of this material 
in Ontario. Competition last year induced a slight downtrend in prices 
and this may extend in the current year, but’ on the whole the outlook for 
rather stable prices is by no means dark. 1949 earnings were $4.85 per 
share and there seems little to expect a downtrend in 1950. Some im- 
provement might result if volume proves stable and cost-savings policies 
become more fruitful. The company’s financial position is exceptionally 
strong with working capital at a record high. 

DIVIDENDS: Including a year-end distribution of $1.30 per share in 1949, 
total payments amounted to $2.50 compared with $2 in 1948. The quarterly 
rate has just been raised to 50 cents. 

MARKET ACTION: Recent price of 46 compares with a 1949-50 high of 
50!/g and a low of 30/4. Based on 1949 dividends, the current yield is 


about 5.5%. 
COMPARATIVE BALANCE SHEET ITEMS 


December 31, 
40 19: 













49 Change 
ASSETS (000 omitted) 
MMAR rss diacetate ten cwrss cyeeicauat eevcrstarseaes $ 8,888 $ 10,196 +$ 1,308 
Receivables, Net... 7,898 16,494 + 8,596 
Inventories ........... 9,154 18,512 + 9,358 
TOTAL ASSETS .............. 25,940 45,202 + 19,262 
Paint and Equipment.... 55,732 118,396 + 62,664 
Less Depreciation ........ 29,182 50,673 + 21,491 
Net Property ............. 26,550 67,723 + 41,173 
Investments ...... Ks 3,543 13,516 + 9,973 
Other Assets .... i 2,844 7 A441 + 4,597 
MNT URM TREE soe ose 000 ceesaceccensotes dexceetecssese $58,877 $133,882 +$75,005 
LIABILITIES 
ReCemee POV ORG iiss ceiseiessscetsiecsseveoesess $ 1,796 ‘$ 7,409 +$ 5,613 
COMED oeccessccsevsce 1,273 61 — 41,212 
Accrued Taxes ...............000055 4,174 9,984 + 5,810 
TOTAL CURRENT LIABILITIES 7,243 17,454 + 10,211 
ROME RONNIE DGINE cs cccscidcscsicockadsespeissessicess _aavanses 5,421 + 5,421 
Reserves ............... 1,251 9,091 + 7,840 
Other Liabilities ... CO: Ea — 2,136 
Preferred Stock ... 6,000 7,037 + 1,037 
Common Stock .. 17,000 48,549 + 31,549 
eee 25,247 46,330 + 21,083 
TOTAL LIABILITIES .. $58,877 $133,882 +$75,005 
WORKING CAPITAL 18,697 $ 27,748 +$ 9,051 
MURINE TETUOD: oss cs cecccssasessecenizesersensoss — 10 
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BUSINESS: Company and its subsidiaries form the world's largest paper 
making enterprise. Ownership of vast timberlands and mills permits com- 
pletely integrated operations, with product emphasis on kraft products 
and newsprint. 
OUTLOOK: The outlook for high level industrial activity for at least the 
first six months of 1950 should create a heavy demand for all forms of 
paper. The strongly entrenched trade position of International Paper 
Company, both in the United States and Canada, together with it numer- 
ous strategically located plants, should aid in maintaining volume of satis- 
factory proportions. Rapidly expendable wrapping papers and containers 
will be in heavy demand, while accelerated promotional activities by 
many manufacturers and distributors may swell the current large demand 
for newsprint. While prices for some paper grades are lower than a year 
ago, those for newsprint have held firm and this concern is in a good 
position to maintain adequate margins on kraft papers and boards. Com- 
pletion of a vast postwar improvement program should add to earnings 
potentials and create competitive advantages from an operating angle, 
while retirement of all funded debt and retention of sizable earnings has 
greatly strengthened the financial position. For nine months of 1949, 
earnings of $4.51 per share compared with $5.08 the year before, with 
net for the full year estimated as about $6. Even though uncertainties 
may develop in the second half year, the company's earnings in 1950 
should prove satisfactory by ordinary standards. 
DIVIDENDS: Since 1946, when debt retirements and greatly improved 
operating conditions enabled the company to start paying common divi- 
dends, the annual rate advanced from $1.50 per share to $2.50 in 1948- 
49 (adjusted for 2-1 split last December). A wide coverage by earnings 
is indicated. 
MARKET ACTION: Recent price—35 compares with a 1949-50 high of 
37/4 and a low of 33!/. The current yield is 7%, a return that appears 
secure. 

COMPARATIVE BALANCE SHEET ITEMS 

December 31 
1940 










1948 Change 
ASSETS (000 omitted) 
(SIRO SES GEISER Ae ee enon e $ 17,896 $ 20,711 +$ 2,815 
Marketable Securities ..... : sans 2,997 + 2,997 
Receivables, net ................. 14,342 25,978 + 11,636 
Inventories ................ 7 30,639 68,542 -+ 37,903 
TOTAL CURRENT ASSETS... $ 62,877 $118,228 -+- 55,351 
Plant and Equipment... 200,553 282,222 + 81,669 
Less Depreciation eae 65,627 142,202 + 76,575 
Net Property . 134,926 140,020 + 5,094 
Woodlands ... 22,473 30,546 + 8,073 
Investments ....... ye 5,495 7,992 + 2,497 
Other Assets ...... Ate ee as 4,771 26,454 + 21,683 
i! . $230,542 $323,240 +$92,698 
LIABILITIES 
Accounts Payable ...... $ 4,974 $ 13,574 $ 8,600 
MIN a cat cade enasicessaesceress 3,186 8,716 -+ 5,530 
BABE THEE ocosc ss. 0ccnciesese0s 8,619 10,023 + 1.404 
Funded Debt due.................... Fee — 5,499 
TOTAL CURRENT LIABILITIES.. 22,278 32,313 + 10,035 
| OS eee : 2,294 45,387 + 43,093 
Other Liabilities .... LP. nee — 1,593 
Funded Debt .......... 52,375 outta — 52,375 
Preferred Stock ... 97,912 23,000 — 74,912 
Common Stock ... 15,000 53,400 + 38,400 
| |” aa ea aa 39,090 128,710 -+ 89,620 
Capital from Pfd. Stk. Conv... ee 40,430 -+ 40,430 
TOTAL LIABILITIES ............... $230,542 $323,240 +$92,698 
WORKING CAPITAL . $ 40,599 $ 85,915 +$45,316 
GREE PIE onewcc ccc vscavcescresscsnacnesase 2.7 3.6 a. A 
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CITIES SERVICE CORP. csv - 5 UNITED STATES STEEL x 
t f Adjusted — ce coe 5 es Adjusted 
Oil & Gas Holding Co. Price Range 0 t — Price Range 
: 1929 - 1935 — + 1929 - 1935 
High - 6813 t High — 873 4 
Low - 7% — t Low - 7 
70 - 
: 8 
} 60 
| 4 T — 
S5é a ee it Funded Debt: $71,554,196 
Long Term Debt, Subsid: $350,266, 106 te Shs. $7 Pfd: 3,602,811 - $100 par j~——_}— 
Parent: $161,816,650 Shs. Common: 26,109,756 - no par — 
———j Subsid.° Pfd.° Stks: $44 "812,796 a — i “0 Fiscal Year: Dec. 31 - 
Minority Int.,. Subsid: $33,503,156 
7 Shs. Common: 3,702,000 - $10 par 
Fiscal Year: - Dec.’ 31 al 
it ww if T 
s T : 1 } 
i ru iy 
tT 4 } - Ty A 
7 20 
7 +f + Cio THt ares 
an x * ft ui 
ii : } ul 10 4 ~ “hth I 
+——+- ttre oh ttt uy THOUSANDS OF SHARES 
vv Ve Veale, nr SEE Vs Stas 
+ : ee T 1 - i 
Estimated ng —t = t +} 18 o master THOUSANDS OF SHARES --——{——_JE_ Estimated earni 
may " shssaleslin Jalal Tau! 2 Mirinarn “hs lb ula dali cattuathtt: 
1936 1939 1940 1941 1942 1943 1944 | wie 1946 1947 1948 1949 19368 1939 1940 1941 | 1942 1943 1944 1945 1946 1947 | 1948 1949 
23 -68 1.72 | 2.90 | 3.62 | 3.78 | 3.88 | 3.12 | 6.41 | 10.93 117.77 BE 15.00 F®"|/41,26 261 _1 2,9 3.48 | 1.76 | 1.43 | 1.36 | 1.25 | 2.42 | 3.90 | 3.99 (B4 
‘ : : : Sh, Mace ears ee 3.0 3, 5 - ~ | 1.00 [1.333] 1.334] 1.33 | 1.338] 1.338] 1.33§| 1.668) 1.668 | 2.2 
771.8 | 79.5 | 75.7 | 78.7 | 87.2 | 92.0 | 109.7; 149.5 75. 5, 134.0 161.8 We Op $ 432.0 | 471.3 | 495.8 | 515.1) 519.3 | 552.3) 603.3) 631.5! 548.6 469.5 Wg 





CITIES SERVICE COMPANY 
BUSINESS; Formerly a public utility holding company, this enterprise has 
now become one of the ten largest domestic petroleum companies, with 
natural gas accounting for about 40% of total revenues. 
OUTLOOK: The spectacular progress of Cities Service Company in re- 
cent years, attended by a substantial increase in earning power, by no 
means indicates that full growth has been attained. Natural gas re- 
serves are estimated at 12.6 trillion cubic feet, approximately half of which 
has already been set aside for customers over a period of years chead. 
The company's vast oil resources are constantly expanding and a huge 
program of refinery construction recently completed should tend to in- 
crease annual sales and earnings. Lower prices for refined products 
narrowed margins somewhat in 1949, but even so, net earnings last year 
are estimated at between $14 and $15 per share compared with $17.77 
the year before. As prices for crude oil rather than refined products are 
more likely to recede in the current year and the company buys much 
crude on balance, the outlook for relatively stable earnings is improved. 
The financial position of Cities Service has become increasingly strong, as 
shown by estimated holdings of $160 million cash after applying $41 mil- 
lion towards prepayment of all outstanding 5% debentures. In a period 
when rapid expansion of pipe lines is substantially widening the horizon 
for natural gas and the demand for fuel and lubricating oils is steadily 
rising, the established facilities and distribution outlets of Cities Service 
should continue to promote its future growth. 
DIVIDENDS: Conservative policies have thus far led to very moderate 
dividend payments in relation to annual earnings, but the annual rate 
has increased from $1.50 in 1947 to $3.50 a share in 1949, including a 
year-end special of $1 and a lift of the quarterly rate to $1 in December. 
Increasing liberality seems possible. 
MARKET ACTION: Recent price—72 compares with a 1949-50 high of 


787%, and a low of 38!/g. The current yield is 4.9%. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31, 











1940 1948 Change 
ASSETS (000 omitted) 
Tehri ass cacessphape dase kupwadenoesestcnie $ 63,248 $ 142,769 -+-$ 79,521 
Marketable Securities ............... a 352 1,600 -4- 1,248 
Receivables, Net ................ 0... 26,624 46,620 -+- 19,996 
Inventories .............. 33,811 90,518 -+- 56,707 
Other Current Assets .. segieace 4,609 -- 4, 
TOTAL CURRENT ASSETS.......... ...........- 124,035 286,116 -+- 162,081 
Plant and Equipment.... 910,856 1,004,211 -+ 93,355 
Less Depreciation .. 220,406 351,660 -+- 131,254 
Net Property ................. 690,450 652,551 -—- 37,899 
Investments and Advances .............6666500seceeeee 36,334 + 36,334 
CEROF ASSGNE ........20-000055 20006 . 253,301 16,850 — 236,451 
Eo, auscansteosonesvesssupppnysensts .. $1,067,786 $ 991,851 —$ 75,935 
LIABILITIES 
Notes Payable ...... .- $ 11,279 $ 25,210 +§$ 13,931 
Accounts Payable 11,960 41,330 -+- 29,370 
Accrued Taxes .................. 6,857 48,800 -+- 41,943 
Other Current Liabilities....... 20,116 8,908 — _ 11,208 
TOTAL CURRENT LIABILITIES. 50,212 124,248 -+- 74,036 
SS eee eee 234,924 12,612 — 222,132 
Company Funded Debt.......................... 158,362 161,817 -+- 3,455 
Company Preferred Stock.. 57.720 - 57,720 
Company Common Stock....................05:. 37,035 37,020 — 15 
Subsidiaries Funded Debt...................... 274,973 223,487 — 51,486 
Subsidiaries Preferred Stock.. : : 103,646 44,813 — 58,833 
Subsidiaries Long Term Notes Payable ‘ 49,013 126,779 +- 77,766 
ne cvcksssiecabasenpakbashbes eter 56,066 39,962 — 16,104 
EE icsocxcncrshbesesces . 45,835 221,113 + 175,278 
TOTAL LIABILITIES ... .. $1,067,786 $ 991,851 —$ 75,935 
WORKING CAPITAL . . $ 73,823 $ 161,868 +$ 88,045 
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UNITED STATES STEEL CORPORATION 
BUSINESS: ‘‘Big Steel,” as the name implies, is the dominant factor in 
the steel industry, as well as the largest producer of cement. Operations 
are almost completely integrated from ore and coal to a wide range of 
finished steel products and including ownership of railroads and steam- 
ships to meet transportation needs for basic raw materials shipments. 
OUTLOOK: The steel strike last fall swelled backlog orders enough to 
assure high level operations through much of the first half of 1950. Be- 
yond then, a good deal will depend on how well automobile production 
and building construction hold up. Presently it seems likely that the com- 
pany’s activities may slacken somewhat in the second half year, partly 
due to reduced unfilled orders that now are abnormally large, and partly 
because of an anticipated slower pace by steel consuming industries. For 
at least six months to come, though, “Big Steel” should benefit from large 
sales and an average increase of 4% in prices effective last December. 
These higher quotations should well offset increased costs arising from 
pension agreements and other sources. Importantly, also, the near-com- 
pletion of the company’s billion dollar postwar expansion and moderniza- 
tion program decidedly enhances potentials for producing more items 
and with greater economy. In turn this improves the outlook for stable 
earnings on a yearly basis. Despite last year's 42-day strike, 1949 net earn- 
ings were reported as $5.39 per share. Barring a prolongation of the 
coal strike, it is likely that earnings in the first half year may nearly 
match those of last year’s corresponding period, though a moderate de- 
cline is likely thereafter. Still, 1950 as a whole should be quite satisfactory 
from an earnings standpoint. 
DIVIDEND ACTION: For the past fifty years, dividends have been paid 
except in recessive periods, and in good times at liberal rates. The ad- 
vanced 65 cents quarterly payments on the common (split 3-1 last year) 
seem secure and occasional extras would not surprise. 
MARKET ACTION: Recent price of 28 compares with a 1949-50 range of 
high—28!/2, low—20!/4. Based on total dividends of $2.25 a share in 1949, 
the current yield is 8%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31, 













1940 1949 Change 
ASSETS (000 omitted) 
Cash and Marketable Securities............ $ 215,084 $ 439,195 +$224,111 
Receivables, Net ........... 6 110,565 195,991 -+- 85,426 
ee 308,985 339,175 + 30,190 
TOTAL CURRENT LIABILITIES 634,634 974,361 -+- 339,727 
Plant and Equipment.......... 2,345,916 2,933,316 -+- 587,400 
Less Depreciation ..... 1,235,744 1,632,499 -+- 396,755 
Net Property ................... 1,110,172 1,300,817 + 190,645 
Fund for Capital ae. eesoe 176,000 -+- 176,000 
Other Assets ....... 109,779 83,794 — 25,985 
IN: oo cicissiccasesserescses . $1,854,585 $2,534,972 -+-$680,387 
LIABILITIES 
REID TEV ONIIL 0555550 s205ceccsasdernrensdeecives $ 70,321 $ 265,677 +$195,356 
NEN co cclsscskvie san ae 30,972 31,699 + 727 
PE TOEOS oornceccncspeseesseee 62,011 207,480 -+- 145,469 
ated yacemael LIABILITIES. 163,304 504,856 -+- 341,552 
ec eg chpas tes eusvheveva 86,987 125,502 + 38,515 
Other | Liabilities 4 BRIS pacseens — 55,612 
Long Term Debt...... 191,696 71,554 — 120,142 
Preferred Stock . 360,281 | ere 
Common Stock ... pos yn 870,325 -+ 217,581 
I i sitcennscksansnenvs one 343,96 602,454 -+ 258,493 
TOTAL LIABILITIES ... . $1 py 585 $2,534,972 +$680,387 
WORKING CAPITAL .... . $ 471,330 $ 469,505 -—$ 1,825 
III, ssc sciccorsevetcesarcecunccnivenns 3.8 1.9 — 1.9 
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Ten Potential Market Leaders for 1950 











































































































































































































































































































































































































BORG-WARNER SOUTHERN PACIFIC sx t 
= ‘ . ; } 
—+——— t T - - i Nee | ee i T ae 
=e RT COME 2 : RR Holding Co.}——_+}— Price Range — 
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BORG-WARNER CORPORATION 


BUSINESS: Company is a leading producer of automotive parts, includ- 
ing transmissions, clutches, carburetors, universal joints and radiators. 
Broad diversification is achieved by output of electric ranges, Norge re- 
frigerators, washers and ironers, air conditioning equipment and air- 
craft accessories. 

OUTLOOK: A contributing factor to an encouraging outlook for this 
strongly established manufacturer in the current year is assurance that the 
automotive industry expects to turn out about as many cars and trucks in 
the first six months as the record number in the same period last year. 
Additionally, about half of the company’s sales are derived from non- 
automotive items and demand for these has spurted upward from de- 
pressed levels throughout much of 1949. While automotive demand may 
recede in the second half year and competition may bring lower prices 
for household appliances, Borg Warner's good cost controls have al- 
ways enabled it to operate with wider margins than its competitors, espe- 
cially in times of declining volume. Full year earnings for 1949 are 
estimated at around $8 per share compared with $12.43 the year before. 
If demand for household appliances holds up around current levels, 
earnings in 1950 should about equal those of last year. The company’s 
potentials in the automotive field have been considerably enhanced by 
development of a new automatic transmission, already contracted for by 
a large car manufacturer. Borg-Warner's financial position is eminently 
sound and its working capital has risen to record proportions. Confidence 
in future operations is engendered by a long record of stable earnings. 
DIVIDENDS: The company's unbroken dividend record extends back to 
1928. Early last year, a special of $1.50 per share was paid, while 
quarterly dividends of $1 a share in 1949 raised the total to $5.50. In 
reflection of lower earnings the special this January was $! a share. 
MARKET ACTION: Recent price of 57!/g compares with a 1949-50 range 
of high—60!/,, low—42!/2. Based on indicated 1950 dividends, the cur- 
rent yield is 8.8% 


COMPARATIVE BALANCE SHEET ITEMS 
















December 31, June 30, 

1940 1949 Change 
ASSETS (000 omitted) 
FSI oc caved ce atacd ea cas eaavamansbavoaneudivecs $17,107 $ 38,256 +$21,149 
Marketable Securities . 100 a. 83 
Receivables, Net .... 6,771 24,098 + 17,327 
ee a eee 14,516 42,996 -+- 28,480 
TOTAL CURRENT ASSETS ... 38,407 105,450 + 67,043 
Plant and Equipment .... 24,048 51,711 -+- 27,663 
Less Depreciation ....... 10,661 14,193 + 3,532 
Net Property .... 13,387 37,518 -+- 24,131 
Investments . ‘ 338 417 + 
Other Assets .... - 2,841 5,310 + 2,469 
MP EU canis csassdevecosdeatascoussvavsesces $54,973 $148,695 +$93,722 
LIABILITIES 
PCCCUES PO VOINE o0.oessscsccescecesccssscscsossece $ 4,153 $ 5,876 +$ 1,723 
Accruals .......... 803 9,356 + 8,553 
Accrued Taxe 5,516 3,243 — 2,273 
TOTAL CURRENT 10,472 18,475 + 8,003 
NG oocncckscveusccgeceseveseve 883 11,274 + 10,391 
Other Liabilities . 973 20 —- 764 
CN ds ncclegiabimence” _. paments 18,800 + 18,800 
Common Stock ... 12,310 11,066 — 41,244 
Surplus ............0 30,335 88,871 + 58,536 
TOTAL LIABILITIES .. $54,973 $148,695 +$93,722 
WORKING CAPITAL $27,935 $ 86,975 +$59,040 
CTE IUD cavvececnesccscscssocnscosessossss 3.6 SF + 2.1 


FEBRUARY 


SOUTHERN PACIFIC COMPANY 


BUSINESS: This carrier operates the second largest domestic railroad sys- 
tem as to mileage and ranks third in respect to revenues. More than 12,000 
miles of rail lines are operated in the Southwest and Pacific Coast states. 
OUTLOOK: The prospect for substantial and stable revenues is enhanced 
by the strategic location of Southern Pacific lines in the most vigorously 
growing sections of the United States. Serving the increasingly populous 
and industrialized areas of Texas, California and other Pacific Coast states, 
a large amount of varied freight traffic is originated, ranging from farm 
and forest products to industrial raw materials and manufactured goods. 
Normal income from operations is substantially supplemented by revenues 
from investments in a long list of other railroads, hotels, land companies, 
warehouses, etc. Although annual earnings of Southern Pacific have varied 
widely over a period of years, in the last decade they have averaged close 
to $10 per share, amounting to $10.27 in 1948. To maintain this good 
record in the face of mounting costs, the management has made strides in 
achieving operating economies by the purchase of thousands of new 
freight cars and many new diesel locomotives. Within a few years it is 
planned to completely dieselize the entire system. Additionally, many 
economies have been effected by installation of automatic signal devices 
and machinery. As a result of improved efficiency in recent months, net 
income has tended to increase despite a downtrend in operating revenues 
compared with a year earlier. Although net earnings of $8.66 per share 
for the year ended December 31 compared with $11.60 in the previous year, 
for reasons mentioned—spread is contracting and will likely narrow in 1950. 
DIVIDENDS: Annual dividends have consistently risen from $1 per share 
in 1942 to $5 in 1949, with a reasonable prospect that $1.25 quarterly will 
continue to be paid in the current year. 

MARKET ACTION: Recent price of 5134 compares with a 1949-50 range 
of high—537%, low—32!/2. The current yield is 9.8%. 


COMPARATIVE BALANCE SHEETS ITEMS 





















December 31, 

1940 1948 Change 
ASSETS (000 omitted) 
CI aroiisisicsrisass $ 33,735 $ 115,815 -+$ 82,080 
NN a cases cai cccadeeenscevscetest 18,221 33,219 - 14,998 
Material and Supplies 14,276 45,966 + 31,690 
Other Current Assets. * 225 15,026 + 14,801 
TOTAL CURRENT ASSETS..... 66,457 210,026 + 143,569 
Road and Equipment......... 1,464,423 1,290,659 -—— 173,764 
Investments ................ ederatediaeaearane 285,860 173,564 — 112,296 
Unadjusted Debits .................... , 9,142 8,838 — 3 
Special Reserve Furnds............ccccccccccocerss evens 37,294 + 37,294 
Oe See * 41,027 16,118 — 24,909 
NET MEI 2 avn -docexcscscacoesenctes <neesaqens $1,866,909 $1,736,499 -—$130,410 
LIABILITIES 
TR IE oo vicccccsccesiscenccacecasieracse $ 34,766 $ 43,075 +$ 8,309 
| ee 11,273 8,226 — 3,047 
Accrued Taxes ... 4,827 38,678 -+- 33,851 
Other Current Liabilities...... 961 18,303 + 17,342 
TOTAL CURRENT LIABILITIES... 51,827 108,282 + 56,455 
Unadjusted Credits ................ 171,692 30,574 — 141,118 
Other Liabilities ..... saeceneaseusis 18,475 42,792 +- 24,317 
Consolidated Adjustment .... 68,237 61,996 — 6,241 
Fouded Behe ................... 709,555 568,198 — 141,357 
Capital Stock .. 383,582 . 2 y re 
as a 463,541 541,075 77,534 
TOTAL LIABILITIES ... .... $1,866,909 $1,736,499 -—$130,410 
WORKING CAPITAL . .$ 14,630 $ 101,744 +$ 87,114 
GET PIN econ cc ceccccsesnecnascqcesaceases Be 1.9 + rs 
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E. I. DUPONT DE NEMOURS & COMPANY 


BUSINESS: This is the largest producer of chemicals in the world, its acti- 
vities embracing output of rayon and nylon, organic and inorganic 
chemicals, fabrics, explosives, plastics, electrochemicals, amonia, acids, 
pigments and photographic products. Investments include 10 million 
shares of General Motors Corporation. 


OUTLOOK: Du Pont serves so many industries with an encouraging out- 
look for 1950 that its own operations seem certain to continue on a 
level comparable to last year. This prospect appears especially clear as 
regards the first half. Important consumers of chemicals such as the steel, 
paper, textile groups have well marked potentials for high level activity 
for some months to come. Despite uncertainties that reduced volume of 
many concerns last year, du Pont's sales rose to $263 million for a gain 
of more than 4% in the first nine months of 1949. Rather steady gains 
should also be shown for the: full year, with a good chance of being ex- 
tended into early 1950. Because both net operating income and income 
from investments rose last year, the latter swelled by record dividends 
from General Motors, net earnings for full 1949 probably were close to 
$3.28 in 1948. As another highly profitable year seems indicated for 
General Motors in 1950, as well as for du Pont from chemical operations, 
the outlook is correspondingly enhanced. The company's vigorous long 
term growth has stemmed largely from development of new products re- 
sulting from intense research, a factor that should continue to broaden 
sales and earnings potentials in the future. Increasing confidence in this 
sound concern is shown by an expansion of 15,000 in the number of 
common stockholders in 1949. 


DIVIDENDS: Payments have been made without interruption since 1904. 
Total dividends equal to $3.40 on the split shares were paid in 1949, 
compared with $2.44 in 1948. 


MARKET ACTION: Recent price of 61'/2 compares with a 1949-50 range 
of high—6334, low—431/4. The current yield is 514%. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31, June 30, 
1940 1 








Change 
ASSETS (000 omitted) 
Nae ad 68 5 fol ace Cae $120,281 $ 142,243 -+-$ 21,962 
Marktable Securities .................cccccccceeeee 19,979 48,000 + 28,021 
PEI: sndinetnnisileunebesdensunnshansebanntins 40,243 81,813 + 41,570 
inventories .................. pees 62,379 149,405 + 87,026 
TOTAL CURRENT ASSETS ...................0..00- 242,882 421,461 + 178,579 
Plant and Equipment .....................c00000 410,779 838,522 + 427,743 
Less Depreciation ..... seoee 133,581 421,228 + 287,647 
ID Sisetpnnsinseccnpesenovsnsncnnvaseienieie 277,198 417,294 + 140,096 
Investments .... we 242,670 375,384 + 132,714 
ERR a RE Re se 38,561 44,975 -+- 6,414 
IID iiss soscccnavenatp<eonaxpcsrecds $801,311 $1,259,114 +$457,803 
LIABILITIES 
Accounts Payable ..................:...:00::s0e00e $ 12,868 $ 33,564 +$ 20,696 
eee m 30,529 24,979 — 5,550 
Mecrwed TAXOS o..600000000000s000se00 “ 51,089 417 — 50,672 
TOTAL CURRENT LIABILITIES .. - 94,486 58,960 — 35,526 
EE PRR am 43,738 87,843 + 44,105 
Other Liabiilties .... ; 8,63 20,443 + 11,811 
Preferred Stock .... 168,885 268,885 -+ 100, 
Common Stock ...... . 221,315 224,168 + 2,853 
ec . _264,255 598,815 + 334,560 
TOTAL LIABILITIES ...... . $801,311 $1,259,114 +$457,803 
WORKING CAPITAL ....... . $148,396 $ 362,501 +$214,105 
Ok eres 2.5 7.1 oe 4.6 
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DOUGLAS AIRCRAFT 





COMPANY, INC. 


BUSINESS: Company has long maintained a leading position as a pro- 
ducer of military planes and ¢ cial transports. Its DC-6 presently is 
the most widely used air transport in the world. 






































OUTLOOK: Government orders placed in connection with the Defense 
Program assure this well situated plane builder of enough business to 
hold sales in 1950 to last year's level, with a fair prospect that new orders 
may increase volume potentials. While sales of commercial DC-6s are 
more limited, they still permit mass production methods. So many of the 
company's military and commercial planes are now in use that sales of 
parts have become an important element in stabilizing profits. The Gov- 
ernment, in recognizing the need for allowing the aircraft industry more 
liberal earnings, is granting satisfactory contract terms to Douglas, both 
on new construction and research work. As almost 95% of the company's 
current business is of military character and backlog orders as of last fall 
exceeded $223 million, earnings potentials for 1950 are highly en- 
couraging. How much margins have widened as production increased, is 
shown by net earnings of $8.59 per share for nine months ended 
August 31, 1949, compared with $3.25 the year before. At the rate in- 
dicated, net for full 1949 should be around $12 a share, with reasonable 
prospects of a similar good showing in the current year. On the whole, 
the long proven managerial efficiency of Douglas Aircraft speaks well for 
its outlook in 1950. 





DIVIDENDS: An exceptionally strong financial position, together with an 
uptrend in earnings, has enabled the management to institute liberal 
dividend policies. Total payments, including extras, amounted to $9.25 a 
share last year, while to supplement the $1.25 quarterly dividend payable 
February 21, 1950, a like amount will be paid as an extra. 


MARKET ACTION: Recent price of 7334 compares with a 1949-50 high 
of 747, and a low of 4854. Based on 1949 dividends, the current yield 
is about 12%. 

COMPARATIVE BALANCE SHEET ITEMS | 


November 30, August 31, 
1940 1949 

















Change 
ASSETS (000 omitted) 
Cash & U.S. Govt. Set...............ccssscseseeees $26,675 $ 35,737 +$ 9,062 
Receivables ................... roar 4,368 12,482 + 8,114 
Cost-plus Contracts .... een) ag Nieeaeee 10,530 -+ 10,530 
|... ES a 13,732 23,540 + 9,808 
TOTAL CURRENT ASSETS ... 44,775 82,289 + 37,514 
Net Property .................. 6,974 16,796 + 9,822 
Deferred Charges ... 2,484 + 41,784 
Other Assets ......... cai 1,271 799 -— 472 
UE IIIS os on code eis np -sacsvcesnonccucasisunass $53,720 $102,368 +$48,648 
LIABILITIES 
De, rr $ 3,311 $ 9,387 +$ 6,076 
Long Term Oblig. due oc lanes 699 + 699 
Accruals ..............0 ae 905 5,441 + 4,536 
Accrued Taxes .... oa 3,193 6,661 + 3,468 
CN INCE MUIIINIEING: .....0c05sesesscccccrsresvsccees 24,095 1,024 — 23,071 
TOTAL CURRENT LIABILITIES ................ 31,504 23,212 — 8,292 
NE erst aids cargiuxacersnccoschesassssoosie 619 1,131 oh 512 
Long Term Obligations ..................000000..000 sees 3,508 + 3,508 
Capital Stock ............. 6,000 30,000 -+- 24,000 
Surplus ............. .. .15,597 44,517 + 28,920 
TOTAL LIABILITIES .. ... $53,720 $102,368 +$48,648 
WORKING CAPITAL .......................000000 $13,271 $ 59,077 +$45,806 
CIF MAUI occcessccccsecccscscersesncvenrsoss 1.4 3.5 + 2.1 
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1950 Special Re- ated of 


| Values, Earnings and Dividend Forecasts 


* 


x * 


Prospects and Ratings for Utilities, Sugars, 
Food Shares, Meat Packers and Dairy Companies 


Part I 


By usiness has entered the new year showing 
signs of vigorous recovery not only from the effects 
of the strikes last October but also from the recession- 
ary trends which prevailed during the forepart of 
1949. The general level of activity in recent weeks has 
held close to that of a year ago, when the 1949 reces- 
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- ‘1 a, ; 
FOOD BRANDS GROUP INDEX .@°* 
{ a” e 
170 Fd et 
4 
Pa 
160 es 
150 Pe Pl teeth facet LIP Sol 
UTILITIES GROUP |MDEX 
\ — 
140 - ," 
e* 
on 
j 30 Pd 
e 
ae 
120 M*e Z ooh 
@ >. e 
“bs es 325 COMBINED STOCKS 
110 
100 
FOOD STORES GROUP INDEX | 
YL A e 
90 —T Pu 
- 
° MEAT PACKING mi INDEX ra fl 
nar we as 
e i? 
10 a os eo = 
—— "ogee 
h 
60 T 
aa DAIRY PRODUCTS GROUP INDEX 
50 eel dene) ES 
R's? WY 2 8 S 6 8. Ey 
1949 1950 























FEBRUARY I11, 


1950 


sion had barely begun and operations were at a high 
mark. Year-end forecasts reflect a general anticipa- 
tion of well-sustained volumes of production and 
trade in the first half of the year but uncertainty re- 
garding trends during the last half, arising primarily 
from misgivings over the amount of business invest- 
ment and the need for further readjustments, particu- 
larly in durable goods industries. 

It would be premature to insist, as some do in view 
of the present production spurt, that economic read- 
justment is completed. It is simply that last year’s 
strikes have upset the short term time table of adjust- 
ment and once the strike aftermath is over, adjust- 
ment is bound to resume especially in areas little 
affected in the past. Thus 1950 no less than 1949 may 
witness numerous cross currents which are bound to 
affect not only business generally but also create vary- 
ing prospects for specific industries and companies. 

To assist our readers in arriving at sound invest- 
ment decisions under changing conditions, The Maga- 
zine of Wall Street presents its Security Re-appraisals 
and Dividend Forecasts at six months intervals, in 
addition to its regular coverage of important develop- 
ments. By this method, the maximum number of in- 
dustries are periodically reviewed on the basis of 
latest information, supplemented by statistical data 
for ready comparisons. Additionally, brief comments 
on the status of each company listed are presented. 

The key to our ratings of investment quality and 
current earnings trends of the individual stocks—the 
last column in the tables preceding our comments— 
is as follows: A+, Top Quality; A, High Grade; B 
Good; C+, Fair; C, Marginal. The accompanying 
numerals indicate current earnings trends thus: 1— 
Upward; 2—Steady; 3—Downward. For example, 
Al denotes a stock of high grade investment quality 
with an upward earnings trend. 

Stocks marked with a “W” in the tabulation are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter ““X.” Purchases for appreciation 
should of course be timed with the trend and invest- 
ment advice presented in the A. T. Miller market 
analysis in every issue of this publication. 
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By EDWIN A. BARNES 


Ire Dow Jones utility average is now close to 


WILL UTILITI ES 
CONTINUE 
UPTREND? 


42 compared with last year’s low of 33, a gain of SS. 


about 26%. In the 1942-46 bull market, the utility 
average advanced steadily from 1014 to nearly 44 and 
subsequently dropped to the 32 level. It has now re- 
* covered a substantial part of its loss from the 1946 
level. 

Moreover, the 1949-50 market has shown great 
staying power in the face of huge new offerings of 
utility common stocks. Approximately $442 million 
of common stock “new money” was raised by all divi- 
sions of the utility industry in 1949, a record since 
1929. Thus far in 1950, this trend has also continued 
with recent offerings of stock of Columbia Gas, Con- 
sumers Power, Southwestern Public Service, Middle 
South, etc. 

Also, the market has been burdened with having to 
absorb a large number of operating company stocks 
as the result of partial or complete break-ups of hold- 
ing companies. In general the holding companies’ 
securities were held by speculators rather than inves- 
tors—though some wealthy investors may have held 
them for tax reasons. Many of these speculators, hav- 
ing realized the anticipated profits, were not particu- 
larly interested in retaining the new operating com- 
pany stocks for income, and hence these had to find 
their way into investors’ hands. 

Thus last year, Commonwealth & Southern dis- 
bursed the stocks of Southern Company, Ohio Edison, 
Consumers Power and Central Illinois Light; Electric 
Power & Light gave out its holdings of United Gas 
and Middle South Utilities; North American Com- 
pany gave its stockholders Kansas Power & Light and 
West Kentucky Coal; United Corporation gave out a 
block of Niagara Hudson, etc. This year American 
Power & Light on February 15 is distributing Texas 
Utilities, Florida Power & Light, Montana Power, 
Minnesota Power & Light and American Power & 
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Light, new; and United Light & Railways will, within 
a few months, have completed sale or distribution of 
Kansas City Power & Light, St. Joseph Light & 
Power, Iowa-Illinois Gas & Electric and lowa Power 
& Light. 

Long Island Lighting will soon distribute its new 
common stock to the holders of five old securities ; and 
Niagara Hudson Power is exchanging the stock of its 
merged operating company, Niagara Mohawk Power, 
for its own stock, while the “A” preference common 
will go to holders of the old first and second preferred 
stocks. 

This fast turnover might normally have disturbed 
the equilibrium of the utility market, but the distri- 
bution of the new equities has been accomplished 
without any great upsets. Arbitrage operations by a 
number of large houses have smoothed the way, and 
where stocks like Ohio Edison were temporarily under 
pressure, bargain hunters soon restored a more nor- 
mal price level. 


Improved Mechanics of Stock Financing 


The mechanics of handling of “new money” stock 
offerings has also been considerably improved, and 
the market no longer takes fright when a new offer- 
ing is mentioned. Two years ago, the announcement 
of proposed equity financing by a utility company, 
whether outright or through subscription by stock- 
holders, usually caused a price decline of 1 to 3 points. 
Now such announcements are taken as a matter of 
course and cause hardly a ripple in the price of the 
stock concerned, because of (1) the generally good 


THE MAGAZINE OF WALL STREET 























¥ | Pertinent Statistics on Leading Utilities 











Operating Revs. —Net Per Share— Div. Price- Invest- 
($ million) Est. Div. Yield Earnings Recent ment 
ELEC. OPER. UTILITIES: 1948 1949 1948 1949 1949 v2 Ratio Price Rating - ____ COMMENTS 
ee Edison e $65.3 $32.2(a) $2.90 $2.90 $2.80 62% 155 45 A2 a oe Set Scones pd 


later this year. Company has very high 
‘ea) equity (61%) and book value 














Cleveland Elec. Ill. 61.3 634(b) 2.98 285 2.20 5.0 15.5 441%, BI With 45% common stock equity and Aaa 
bond rating, investment quality re- 
flected in moderate yield. Company 
claims best “location in the nation.” 
Big new capacity and higher rates 
should increase earnings. 


| 

| Commonwealth Edison 238.1 247.5(b) 1.76 2.10 1.52 5.0 14.5 305% A+ $1.60 dividend rate reflects generous 
| pay-out. Recent conversion of Fisk 
WwW plant to oil is favorable earnings factor. 
Common equity 52%. Excellent invest- 

men? rating. 
? ,2 : | 2. While company received recent set-back 
Saini d Edison 370.8  366.3(g) 2.31 2.22(g) 1.60 5.5 13.1 29%, A teens Wake Cat of hamcaha on tela 
rary electric rates, it hopes to negotiate 
permanent rate settlement with N. Y 
Commission this summer: eventual divi- 
dend increase to $1.80 or $2 seen 
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| 
| 
| 
| 
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possible. 
heane "So 3aatey Abita) a 35/, AQ Pending 3-for-| split and listing on Big 
| ons. Gas, Elec. Lt. & Pwr. of Balt. 71.2 73.2(g) 4.5\ 4.57(g) 4.00 5.4 16.1 73% A2 Secnd saneech aeadiiline ak thendend 
| W increase from $1.20 (historic rate is 
$3.60) to $1.30-.40; increased electric 


rates plus new natural gas might sup- | 
por? increase. 


eT ee a ; i 20. 5.4 Ty 222 A2 Earnings show one-third gain over last | 

| Delaware Power & Light 7.7 18.8(b) 1.86 2.00 1.20 5 0 Ve yeor, sequestig possibility of tmaderete 
dividend increase. Common equity 31%, 
abou? average. 


ope gr Sa eel emeacmmaane Earnings gain reflects rate case granted 
Detroit Edison 119.8 133.5(d) 1.49 1.90 1.20 5.4 HS 22 B2 early this year, but diluted by 10% 
WwW stock increase. Moderate increase in 
dividend late this year seem possible 
if management should wish to force 

conversion of debentures. 


| Idaho Power ee A”C«*d‘B bY) 2.80180 «5.0——«*13.0 = 361/e_—BI_- Company enjoying rapid but sound 


growth with increase in irrigated farm- 
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| ing. Market apparently discounting eae 
° sible dividend increase to $2 
| 





| Indianapolis Power & Light 23.4 24.9(b) 3.11 3.20 1.57 5.2 9.3 29% A2 Saree oe 


\ earnings. Low dividend pay-out suggest 
; possible increase. 


| Pacific Gas & Electric... 204.2 -217.7(e) 2.46 2.15 2.00 5.8 15.7 333%,  B2 Company handicapped by low rates, 











poor water conditions, Federal antago- | 
nism and tremendous expansion pro-| 




















thin | gram which requires equity financing | 

| every spring. May eventually recover | 

n of i : ' ____ deserved earning power. ane: 

t & | Philadelphia Electric vue 130.1 137.6(e) 1.63 1.80 1.20 48 141 25% BI aan gy ga Monraso-ad to gain, re-| 
| rate increase o 

wer WwW tained last April. Dividend pay-out | 
_ - ; —— =e = - pre ew — conservative, equity ratio 35%. aS 

ia Pe. Le. xk = E 2.03 3.05 1.75 Ce 11.2 3414, B—I! Earnings have shown sharp gain due to| 

new | Southern California Edison 95.5 9 3(b) iA completion of change-over to 60- cycle| 
and —— aay a quarter net gained 
d nearly two-thirds over 1948. Further 
f its a dividend increase seems a 

m oe ipo ssibi ity. Ses | 

wer, lTampa Elechic 9.7 9.8(d) 2.02 2.95 2.00 58 11.6 34%, BI New generating focilities | have improved | 
| earning power, restoring margin o 

mon | ; safety for dividend; yield ample con-| 

rred a _ - y Pe eee 7 __ ___ sidering 48% common stock equity. 

MFD. & MIXED GAS: | 

rbed ee at §8Saekst 200 #130 23 #99 #42383,  ##BL Divi i wal 
' ° 1 29.31 1.21 3.90 1.30 3.3 9.9 383, Bi Dividend recently raised to $2. After 
stri- Brooklyn Union Gas : 38.1 9.3(f) ” introduction of natural gas and down- 
| ward rate adjustments, may approxi- 

shed | mate $3-$4 ‘‘normal future’’ earning 
by a — This might justify further divi- 

5 end increase. 

and | es ey a] 9 7 ee — ops) o 90 20 28 7.5 6% C2 Company still handicapped by weak 
nder | Laclede Gas Light 15.3 1.5(F) ts capital structure and difficulty in rais- 


| ing capital for construction. No near- 
nor- term increase in 20¢ dividend probable | 
despite estimated future earnings po- 
tential of $1 (after conversion of deben- 








| tures). 
| : i 7 ff) 9107 12.00 6.00 4. : c O'> Al. Additi | tural build 
| — s Gas Light & Coke... 52.6 57.5(f) 9.02 12.00 6.00 4.6 10.9 1302 Al pi apes sin os = = 


share by 1952 (assuming conversion of 
debentures). Stock split-up difficult 




















tock | though perhaps possible by use of vot- 
ing trust certificates. Increase in $6 rate 
and | possible this year. 
e P SC = eRe Cee io | ae) Se 8 ~StC«24 W/m ~—SC*@BQ.—sC Earnings of this 84-year dividend 
ffex Washington Gas Light...... 18.4 18.7(d) 1.69 1.25 1.50 6.0 19.8 247, B2 ponies a Sadie mead fra 
nent WwW earnings below dividend, but bolstered 
any in November by rate increase. Further 
J? gains in space heating may strengthen 
tock- picturg. No change in $1.50 rate antici- 
ints = a Pa a pated. 
ar of (a)—6 months June 30. (d)—12 months November 30. (g)—Actual 
f th (b)—12 months September 30. (e}—I2 months October 31. 
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reception of these offerings, (2) the development of 
new devices such as “over subscriptions” to insure 
their success, and (3) the practice of pricing sub- 
scriptions very close to the market. Banking syndi- 
cates have indeed become over-daring—recent offer- 
ings of Southern Company, Middle South, and Colum- 
bia Gas were priced almost above the market and re- 
quired a little more time and effort than usual to 
consummate for that reason. 

The electric utilities in 1948 did too little equity 
financing, most of their construction program being 
taken care of by senior securities issues or bank loans. 
But in 1949, with an advancing market, they were 
much more active in offering common stocks. Utilities 
as a whole sold $442 million worth of common stocks 
out of about $2.3 billion total new money financing ; 
in 1948 the figures were only $270 million out of $2.8 
billion. For the electric companies alone, the figures 
were $329 million out of $1.4 billion in 1949, and $120 
million out of $1.3 billion in 1948. 


SEC Preference for Equity Financing 


The SEC likes equity financing and apparently loses 
few opportunities to urge utilities to do this type of 
financing in order to maintain or improve their equity 
ratios. With another year of heavy construction work 
(which however is expected to taper off after 1950), 
the utilities will doubtless continue to do substantial 
equity financing. Should the market recede, however, 
convertible debentures or preferred stocks might re- 
appear as temporary substitutes and bank borrowing 
might again be resorted to. 

Another potential handicap for utility stocks in 
1950 is the possibility of an increase in the Federal 
corporate income tax rate. President Truman in his 
recent tax message to Congress proposed a moderate 
increase in the present 38% tax rate as one means of 
raising the billion dollars or so which may be lost 
through repeal of burdensome excise taxes. While 
there had previously been some talk among Con- 
gressmen of raising the rate to 42%, there is no 
general sentiment in favor of such an increase and 
it may be that the proposal will fail of enactment. 

Even if the rate should be raised to 42%, the 
effect on utilities would not be disastrous. The 11% 
increase in Federal income taxes would cost the 
utilities in the neighborhood of $40 million a year 
compared with about $640 million earned for com- 
mon stockholders in the 12 months ended October 
31, 1949; in other words, common stock earnings 
would be cut about 6%. However, this would reduce 
or perhaps cancel out the further increase in earn- 
ings anticipated in 1950 and thus might retard any 
continued bull market in utility stocks. 


1949 Earnings Picture 


Final earnings figures for the electric utilities in 
the calendar year 1949 have not yet been published 
but in the 12 months ended October 31, revenues 
gained 7% over the previous 12 months and net in- 
come was up 16%. The increase in revenues was 
obtained despite a decrease of 1% in industrial sales 
(in the month of October such sales were down 
nearly 11% from last year). Fortunately the sales 
of residential electricity, from which the utilities 
make the most of their profits, were up 13% both 
for the 12 months’ period and for the month of Octo- 
ber. Commercial sales, which are also fairly profitable, 
gained 9% in 12 months’ period and 8% in October. 

Rates for residential service continued to decline 
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in 1949, due to the 10% cut in Consolidated Edi- 
son’s electric rates—that Company does nearly one- 
tenth of all business of the United States—and also 
due to the increased use of appliances which permit 
consumers to benefit by promotional rate schedules. 
Hence, while residential KWH sales in the month of 
October gained 12.8%, the revenues from this source 
increased only 10.5% ; and the increase of 7.9% in 
commercial KWH sales yielded a gain in revenues 
of only 6.4%. On the other hand, the decrease of 
10.7% in industrial KWH sales was reflected in a 
drop of only 7.2% in the revenues, higher rates and 
the increased use of fuel clauses accounting for the 
difference. Miscellaneous sales also contributed to 
the over-all gain, revenues being up 3% although 
the amount of service decreased slightly. 

How did the utilities convert a gain in revenues 
of. only 1.4% into a gain of 15% in net income in 
the month of October? This was largely made possi- 
ble by an 18% saving in fuel costs. Fuel prices de- 
clined during the 12 months’ period and the utilities 
cut down very sharply on their consumption of coal. 
In October they burned only 6.5 million tons com- 
pared with 9.1 million tons a year earlier, but on the 
other hand they doubled their use of fuel oil, burn- 
ing as many barrels of oil as tons of coal; and use 
of natural gas also increased by about 22% during 
the 12 months’ period. 


Plant Investment Up 11% 


The investment in electric utility plant increased 
11% and generating capacity was larger in about 
the same proportion. The installation of a number 
of large and efficient generators relieved the com- 
panies from the necessity of using much of their 
obsolete and inefficient equipment which had to be 
pressed into service in 1948. In substituting oil for 
coal, the utilities were also trying to stretch out 
their coal-piles in view of the continuing difficulty 
with Mr. Lewis. On December 1, the electric utili- 
ties still had enough coal on hand to last them over 
100 days—probably sufficient to take care of any 
emergencies, except in the Pittsburgh area where it 
is understood that Duquesne Light may have to cur- 
tail industrial use of electricity. (That company 
owns its own coal mines and has perhaps been slow 
to turn to the use of oil.) 

While salaries and wages were up about 5% in 
October over the previous year, miscellaneous ex- 
penses showed a decrease of 1.3%, perhaps due to 
economies in maintenance. For some time after the 
end of the war, the utilities were behind with their 
maintenance work, but now they are pretty well 
caught up. 

Another factor which helped October earnings 
was the substantial gain in “other utility operating 
income” which jumped from $29,000 a year ago to 
$1,697,000 in October 1949. These figures reflect the 
net operating income from gas, transit, water, steam 
and other miscellaneous services. During 1948 many 
gas and transit services were being conducted at a 
loss; in 1949 “emergency” or “temporary” rate ad- 
justments were obtained which brought these and 
other services back into the black. The gradual in- 
fusion of natural gas through the new pipelines 
from southern fields is further improving gas earn- 
ings for many of the large utilities, and this trend 
will continue over the next year or so as increasing 
amounts of gas become available. For example, the 
New York City area will (Please turn to page 523) 
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1950 Prospects 
for FOOD 


Companies 





By H. F. TRAVIS 


y= two consecutive years now, the food 
industry has continued to struggle with readjust- 
ment problems mainly induced by fluctuating costs 
and prices. Basic demand for food, on the other 
hand, has remained very stable, and due to the 
favorable outlook for continued high disposable in- 
come in 1950 should vary little in the current year. 

Various branches of the industry have sur- 
mounted their handicaps more rapidly than others, 
but in general the prospect of heightened competi- 
tion and receding prices suggests that the contrac- 
tion of profit margins characteristic of the last two 
years for certain divisions and individual concerns 
may extend moderately this year. In some cases, 
though, better inventory controls and increased 
physical volume should prove to be offsetting fac- 
tors, and in others at least tend to level off down- 
trends in earnings. 

Over-all food consumption in 1949 is estimated at 
around $52 billion, as always representing the ma- 
jor element in family budgets. While lower prices 
brought the total down slightly below the previous 
year, per capita consumption on a pound basis 
showed no signs of receding and in the first half of 
1950, at least, may expand slightly. 

It should be realized, also, that in the course of a 
year, our population has risen by about 2.5 million, 
so that the food requirements of more than 150 mil- 
lion will have to be met, and ample funds are avail- 


FEBRUARY 11, 1950 


able to meet the bill. With am- 
ple food supplies assured and 
over-all prices likely to tend 
lower, the chances are strong 
that the improvement in the 
national diet so marked in 
postwar will continue un- 
abated in 1950, tending to 
swell the unit sales of the in- 
dustry. 

While it is generally agreed 
that, despite Government 
price supports, food prices in 
the first half of 1949 will av- 
erage lower than in the same 
period of 1949, opinions dif- 
fer as to whether this trend 
will be equally noticeable in 
the second half. Last year’s 
huge grain crops have already 
brought to market an in- 
creased supply of meat ani- 
mals, especially hogs, and in 
due course will expand the 
supply of beef cattle and poul- 
try. An increasing abundance 
of milk cows assures ample 
materials for the dairy indus- 
try, while the canners of 
fruits and vegetables either 
have sizable inventories or 
enjoy prospects for adequate 
accumulation in the Spring. 

The Department of Agri- 
culture, accordingly, predicts 
that farm prices in 1950 will 
decline by about 10%, just 
about the same rate estab- 
lished last year. Parity prices 
in general have been reduced 
to 79% and acreage restric- 
tions have increased, this at 
a time when food exports will likely become less. 
But farmers have learned that by increasing the 
use of fertilizer and by making closer plantings, 
they can substantially stabilize their output and to 
some extent circumvent the restrictive measures of 
the Government. Hence the estimate by Secretary 
of Agriculture Brannan, bolstered by heavy raw 
food purchases by the Government, of a price de- 
cline of about 10% is probably conservative. 

Retail food prices, on the other hand, seem un- 
likely to decline significantly in the first half of 
1950, although the spread between them and farm 
prices has aroused a good deal of unfavorable com- 
ment. Heavy transportation costs and rising ex- 
penses of middlemen and retail distributors proba- 
bly furnish a valid excuse for the wide spread. In- 
deed, some authorities believe that these factors 
will not only deter any reduction of food prices in 
the second half year but may well lead to a moder- 
ate uptrend. 

In any event, the outlook for lower retail food 
prices on a yearly average basis is not so clearly 
indicated as many people may assume, and the out- 
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look for earnings of food processors could hinge 
importantly on who is right and who is wrong in 
their predictions. If retail prices remain fairly sta- 
ble in the current year, while farm prices tend to 
recede faster, the margins of food processors should 
benefit and their inventory problems would be mini- 
mized. Profits of many leading concerns, on the 
whole, are more likely to reflect these favorable 
factors in the first half year than thereafter, though 
there are uncertainties in this respect that only 
time can clarify. 


MEAT PACKERS: Ground for some optimism is fur- 
nished in viewing 1950 potentials of the meat divi- 


sion of the food industry because comparisons with 
1949 will be from quite a low base. The fiscal year 
of the packers ended October 31 and a few of them 
have already issued preliminary reports at least. 
To judge from these and interim reports of others, 
total net earnings of the Big Four, Armour, Swift, 
Cudahy and Wilson, were probably the lowest in 
ten years, although their individual experience 
varied greatly. 

The substantial decline in meat prices last year 
cut strongly into the packers’ profit margins, al- 
though their dollar sales were nearly as high as in 
the previous year. At the end of fiscal 1949, for ex- 
ample, wholesale pork cuts according to grade were 











Pertinent Statistics on Leading Food Processors 
Net 


Current Inven- 
Est. Assetst toriest 
1949 ($ mill.) — 


(d)$.60(a) $153.0 $134.5 





Invest- 

ment 

Rating COMMENTS 

C+ | With basic industry conditions improved 
and latest company earnings reversing 
earlier downtrend, resumption of pre- 
ferred dividends possible but restored 
payment on common doubtful. 
Favorable sales outlook and indicated 
satisfactory margins should warrant ex- 
pectation of stable 50 cents quarterly 
dividends plus occasional extras. 

1949 downtrend in earnings likely to 
level off in 1950. Strong finances and 
fine record suggest no change in 40 
cents quarterly rate. 

Company seemingly has overcome in- 
ventory readjustment problems and re- 
stored satisfactory margins. The 50 cents 
quarterly dividend appears well secured. 
Encouraging results in 1949 may be re- 
peated in current year because of sus- 
1950 


Price 
Yield Recent Earnings 
7h Price Ratio* 


Nil 9 


—Net Per Share— Div. 
Div. 
1949 


Nil 





1948 
Ad) $1.22 





Armour & Co. 





Beatrice Foods 18.6 98% 30% 6.7 A2 





Beech-Nut Packing .. 21.0 5.0 325% 10.8 A2 





Best Foods 6.36 4.20(b) 21.2 7.2 7.1 35/4 8.3 C+2 
X 








105.9 57.6 493, 9.8 A2 


r tained demand and lower costs. 
dividends may equal last year’s. 
351, Strong trade position and high-level de- 
mand point to satisfactory earnings this 
year. Wide coverage of dividends en- 
hances prospect of stability. 
Substantially improved earnings and as- 
surance of low corn prices favor contin- 
vation of monthly dividends at 20 cents 
rate per share. 
Narrowed margins tending to reduce 
earnings despite increased volume. Con- 
servative 25 cents quarterly dividend, 
though, should hold. 
Confidence of management in outlook 
indicated by increased quarterly divi- 
dend rate of 40 cents per share. Favor- 
able operating conditions appear. 
Recent uptrend in earnings caused by 
ample low-cost corn and firm prices for 
products. 90 cents quarterly dividend 
seems secure. 
Long established brand popularity has 
created enviable earnings and dividend 
record. Lower grain costs now a favor- 
able factor. Liberal dividends indicated. 
1949 unsatisfactory because of cost-price 
fluctuations. Common dividends omitted 
last summer. Better conditions likely in 
1950 but dividend resumption uncertain. 
Strikes last year adversely affected earn- 
ings, but did not deter payment of 25 
cents extra year-end dividend. Con- 
servative 15 cents quarterly dividends 
appear safe. 
Excellent cost and inventory controls 
should benefit 1950 earnings, aided by 
probably increased sales of brands. 50 
cents quarterly dividend amply covered. 
Recently lifted flour prices should sta- 
bilize earnings, while diversified output 
also a favorable factor. 50 cents quar- 
terly dividend may be supplemented by 
occasional extra.” 
Decline in income from foreign subsid- 
iaries probable but strongly established 
domestic business should stabilize oper- 
ations. Conservative 45 cents quarterly 
dividend is dependable. 
Cost-price factors have proved trouble- 
some, resulting in omission of common 
dividends last August. Outlook for re- 
sumption obscure. 


Borden Co. . 
WwW 





California Packing 10.33 — 35.5 44.0 3.5 B2 





Clinton Foods, Inc. 1.14 21.1 17.4 34!/, 8.6 B2 








Consolidated Grocers 2.75(b) 1.00 7.1 13. C43 








Continental Baking 5.84 3.75 ~ ie “eo a” — C+2 











Corn Products Refining “4.42 es. A B2 
X 











Cream of Wheat 2.36 6.8 29 ~ C+2 














Cudahy Packing . ~ 36 (d)3.31(a) 39.1 30° (88 6 rarer 





66> 





General Baking 2.56 1.75 85 70, Ih OS™” C43 











495% «104 ~——s«iB 


General Foods . 425 4.75 115.5 108.7 << eS a 





55% «10.9 


General Mills... (583) Sl 556 23.2 2.25 4.0 A2 








Heinz, H. J. 332 400 74.1 61.3 180 4.6 39%, 





Hunt Foods __ 42 (d).10(c) 19.1 27.7 50 5.2 W 12.6 





(b)—Year ended June 30. 
(c)—Year ended Nov. 30. 


(d)—Deficit. 


t—Latest available. 
(e)—Fiscal years ending May 31, 1948-49 and 1949-50 respectively. 


(a)—Year ended Oct. 30. 




















THE MAGAZINE OF WALL STREET 














vith 
ear 
lem 
ast. 
ers, 
ift, 
, in 
nce 


ear 
al- 
s in 
ex- 
rere 


! 


»ved 
sing 
pre- 
red 


ated 
t ex- 
terly 


jy to 
and 


» in- 
j re- 
sents 
red. 


2 re- 


1950 


oper- 
rterly 


uble- 
amon 
r re- 

















down 28% to 58% from their 1949 peaks, while 
lard prices declined 41% and dressed beef prices 
were lower by about 22%. Even so, demand for 
meat was stimulated by reduced retail prices, and 
profits in this division held up rather better than 
for soaps, chemicals, leather and a long list of other 
by-products, earnings from which were generally 
lower than the year before. 

The American Meat Institute has compiled some 
estimates that suggest more normal operating con- 
ditions for the meat packers in 1950. In 1949, the 
average person ate 64 pounds of beef, 9 pounds of 
veal, 4 pounds of lamb and 70 pounds of pork, the 
latter an all-time high record. In 1950, per capita 


consumption of all meats is expected to rise to 
about 153 pounds compared with 147 pounds last 
year, with increased consumption of pork account- 
ing for most of the gain. 

The largest peacetime supply of hogs on record 
will be available to meet the increased demand, due 
to a record crop of feeding grains last year. This 
same factor indicates that supplies of all forms of 
meat will rise, as shown especially by the shipment 
of about 35% more stocker and feeder cattle into 
eight corn belt states in 1949. Some of these ani- 
mals will go to market this spring, although the 
arrival of many others will be delayed pending an 
increase in weight. (Please turn to page 523) 











Pertinent Statistics on Leading Food Processors 





Net 
—Net Per Share—— Current Inven- 
Est. Assetst toriest Div. 
1948 1949 ——($ mill.) — 1949 


Div. Price _—Invest- 
Yield Recent Earnings ment 
%o Price Ratio* Rating COMMENTS 





Hygrade Food Products 1.78 (d)9.36(a) 7.3 4.0 .25 





Libby, McNeill & Libby. 1.05 1.00. (35.1 46.9 50 








Morrell, John . 3.23 wa) 14.0 13.9 1.00 


National Dairy Products 4.04 5.00 116.0 89.6 2.20 
Ww 


Penick & Ford 2.86 3.25 7.9 5.2 2.60 


Pet Milk . Sa 4.55 650 16.2 20.3 1.50 
| 


Pillsbury Mills 3.51(e) 3.60(e) 31.1 11.4 2.00 


Purity Bakeries... (ti4.93—~—:siC«d40st—<(i«CS“C CO 3.0 2.40 











Stokely-Van Camp -234(e) 2.40(a) 324 25.9 — 1.00 


Sunshine Biscuits. = 6.78—Ss72.50—«C'B 10.6 3.75 
W . 


Swift& Co. S”:*=«i*CSSsi« 9D) 232.5138 2.35 
X 


United Biscuit 536 060 5.75.3 8.1 1.60 
Ww 


Wilson & Co. 2.70 7a) 574 63.01.00 


Bo _ . 
| National Biscuit 3.11 3.25 63.5 39.6 2.00 
| W 


Standard Brands. ——<itéiiwStC(i«é« iw 69.6 60.2 145 


Ward Baking. 4.633.755 (siCiDti(ité‘ HSC 


1.3 18%, C2 Sharply reduced sales in fiscal 1949 
forced company well into red, but 
strong finances allowed small annual 
payment of 25 cents a share in Decem- 
ber. Outlook clouded. 


"ea Thy 9.6 C+2 Hawaiian strike may have temporarily 
reduced earnings but prospect of satis- 
factory progress in 1950 favorable. No 
change in dividend rate anticipated. 


One of the largest pork packers and 
with good long term record. Ample sup- 
plies of hogs at low prices enhance !950 
outlook following difficult 1949. Divi- 
dends may continue at reduced 12!/2 
cents rate. 


i 5.1 39V/, 11.7 “A2 Large scale modernization and well sus- 
tained volume advantageous to mar- 
gins. Strong trade position strengthens 
1950 potentials. Dividend secure. 


5.6 3834 7.7 A2 A moderate uptrend in earnings that | 

developed last year will likely hold or| 
extend in current year. Quarterly divi- 
dends at advanced rate of 50 cents se- 
cure with prospect of extra later. 


7.4 35/4 10.8 B2 Firm prices and favorable cost factors 
suggest moderately improved earnings 
in near term months. Liberal dividend 
policies likely to prevail. 

4.2 35'/, 5.4 B2 Lower materials costs that widened mar- 
gins last year should continue to stabil- 
ize earnings. Fair chance that 25 cents | 
quarterly dividend may be lifted. | 

6.0 32% 9.1 B2 Recently advanced flour prices should | 
prove constructive to near term mar- 

gins, aided by favorable grain costs. | 

No change in 50 cents quarterly divi- | 

dends probable. } 


7.0 3334 9.6 B2 Passage of strike troubles benefits out- 

look for satisfactory 1950 earnings. 

Good 20 year dividend record likely to 

continue at current rate. 

6.5 22% 8.3 C+2 Lower materials costs aid in stabilizing 
earnings on diversified output. 1950 
total dividends likely to match 1949. 


yA | 13 6.2 C+2 Selling price cuts may reduce volume 
somewhat but good cost controls an off- 
setting factor. 1950 earnings should vary 
little from fiscal 1949 and conservative 
dividend seems safe. 


6.4 58 73 B2 Extensive plant improvements and lower 
materials costs point to satisfactory 
earnings in current year. 1950 dividends 
may equal $3.75 a share paid in 1949. 


5.0 36!/, 12.5 Bi Enlarged meat demand and abundant | 
animal supplies should enhance earn- | 
ings potentials of this traditionally effi- 
cient packer. Company has declared 40 
cents quarterly dividends for all 1950) 
periods, supplemented by one special | 
of 75 cents. | 


5.2 30! 5.3 B2 Strong trade position and indicated | 
high level earnings point to well main-| 
tained dividends with possible extra | 
around midyear. 


It. 18 4.8 C+2 Recovery from last year's work interrup- | 
tions may benefit earnings comparisons | 
this year, but competition in sight. Con- 
servative 25 cents quarterly dividend | 
safe and year-end extra possible. | 


> 7.6 BI Improved conditions in 1950 may reverse | 


the 1949 downtrend in earnings. Quar- | 
terly dividends at the rate of 25 cents | 
per share should hold. | 











“5.0 20 181.8 C+ 
























































*—Based on estimated or actual 1949 earnings. 
t{—Latest available. (b)—Year ended June 30. 
(a)—Year ended Oct. 30. (c)—Year ended Nov. 30. 











(d)—Deficit. 
(e)—Fiscal years ending May 31, 1948-49 and 1949-50 respectively 
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— operates in a regimented economy. 
Because it is an industry vulnerable to cyclical 
“boom and bust” experiences, Government authori- 
ties have endeavored to keep demand and supply 
in reasonable balance to assure availability of this 
essential food product at all times—especially in na- 
tional emergencies. This logic, at least, is the basis 
for legislative action affording protection for do- 
mestic beet growers. Operation of the quota system 
under which specific production totals are allocated 
to major producing areas is designed to maintain 
fair profit margins for all by adjusting imports to 
projected consumer demand. 

The result has been a considerable measure of 
stability in recent years. On basis of quotas agreed 
upon for 1950, economists anticipate another fairly 
satisfactory year for producers and refiners in 
which American investors are interested. Demand 
is expected to compare favorably with indicated 
1949 consumption, labor costs are not expected to 
rise significantly, and margins for refiners are ex- 
pected to hold at levels prevailing in the last year 
or two. National income, an important determinant 
of sugar consumption, promises to hold close to 
last year’s figure, suggesting that the sugar indus- 
try may move along through the coming year on an 
even keel. 

Operations in Cuba are more closely regulated 
than in the United 
States. Production rates 
are fixed and wages of 
workers are established 
by decree. In the cir- 
cumstances, competition 
among producers has 
been greatly restricted. 
Similar conditions pre- 


514 


SUGARS Under 1950 Quotas 


By FRANK R. WALTERS 








vail in other West Indian areas, tending to convert 
the industry to Government subsidiaries or public 
utilities. In addition, in the case of Puerto Rican 
companies, dividends paid to non-residents are 
heavily taxed. 

While the quota system prevents excessive im- 
ports into this country and consequent price cutting 
that would undermine the position of domestic beet 
growers, it fails to hold down production outside of 
the United States. Output in Cuba has grown stead- 
ily since the beginning of World War II to meet a 
strong worldwide demand, and industry statistics 
indicate that it has become excessive in principal 
producing areas. This situation suggests that the 
demand-supply equation in world markets may be- 
come unbalanced to a greater extent this year than 
for some time past. In due course, this tendency 
may contribute to unfavorable earnings experience 
of Cuban producers. 

Moreover, reductions in foreign aid grants by 
Congress may restrict European sugar purchases. 
In the last year or two, Economic Cooperation Ad- 
ministration funds have been an important source 
of dollars for sugar bought in world markets for 
shipment to Europe. Final determination of appro- 
priations for purchases this year is likely to have 
considerable bearing on volume of sales by Cuban 
and other off-shore sugar producers from 1950 crop. 

As mentioned previ- 
ously, domestic con- 
sumption this year is 
expected to approxi- 
mate last year’s total of 
about 7.6 million tons. 
The Secretary of Agri- 
culture has set the 1950 
consumption quota at 
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7.5 million tons, the same as the final figure fixed for 
1949. In allocating this market to producing areas, 
important changes have been made as compared 
with 1949, because Cuba’s final 1949 allotment was 
enlarged to counteract reductions in imports from 
Hawaii as well as from the Philippines. Now that 
the prolonged shipping strike that paralyzed Ha- 
waiian operations has ended, it is assumed that 
sugar shipments from the Pacific islands will fulfill 
quota allocations this year. Domestic beet allocations 


are being fixed somewhat above 1949 output in 
accordance with legal requirements. 

Although quotas may be changed at any time, the 
Department of Agriculture sees no likelihood of an 
early adjustment inasmuch as fluctuations in prices 
at both wholesale and retail levels are not expected 
to be important. As basis for appraising production 
and sales prospects for producers in various areas, 
it is important to consider the allo¢ations for the 
coming year: (Please turn to page 526) 














Statistical Summary of Sugar Companies 

















1948* 1949* 
Net Net Net Net 

Sales Per Sales Per 1949 

($mil.) Share ($mil.) Share Div. 


Invest- 
Price Range ment 


Div. 
Yield Recent 
/ 1949-50 Rating 


Jo Price COMMENTS 





Cuban-Dominican Producers 
Central Violeta Sugar... $8.6 $3.81 $9.6 $3.63 $2.00 


12.5° 153 Slightly greater than average drop In 
to 5% C+3 output indicated, but earnings should 
show comfortable margin for $2 divi- 


dend, which may be repeated. 


15%4- 9g 





Cuban-American Sugar 66.4 4.27 68.1 3.02 2.25 


I. 1 1914-121 Despite likelihood of reduced sales, 
18 8% M4 /s Ct2 earnings may compare favorably with 
$3.02 a share of 1949 and dividends this 


year may be cut little if any. 





Cuban Atlantic Sugar . 94.0 8.35 76.5 3.55 2.25 





Francisco Sugar 41 5.76 4 143 £4.50 


45 ~~ 


10.2 21 134-143 C+2 Outlook reasonably satisfactory for 
% 2 1s ' % maintenance of pase near $3.55 level 
of 1949, which should assure continuance 


of 50¢ quarterly dividend. 

1234- 85% C2 Favorable first half of current fiscal 
year should assure earnings comparing 
favorably with 1949 showing, indicating 
dividend of at least 50¢ later in year. 








Guantanamo Sugar 65 2.27 6.2 1.40 1.00 


8l/4- 5 C2 Adverse molasses results unlikely to be 
repeated this year, suggesting that 
earnings may approach $1.50 a share, or 





Manati Sugar ............ . 15.0 3.56 13.3 1.93 .80 


sufficient to warrant modest dividend. 


9'/4- b!/2 C2 Good showing in first half of new year 
promises 1950 earnings comparing fo 
vorably with $1.93 a share of 1949, and 
chances favor dividend of $1 or more. 


8.8 8%, 





Vertientes-Camaguey . 28.7 4.25 22.3 2.08 2.00 


N 


14.3 134%, 1454-10 C+2 Though fairly favorable comparison in 
earnings appears in prospect this year, 
there may be decline below $2.08 a 
share, suggesting cut in 50¢ quarterly 


dividend. 





West Indies Sugar 43.1 8.20 36.2 3.59 2.00 





Puerto Rican Producers 
Central Aguierre Sugar the 1.07 14.0 1.84 1.50 


233-165 cC+2 Efficient management should help main- 

Ye Ys tain earnings this year near $3.50 a 
share of 1949 and $1.50 regular divi- 
dend appears assured. 


8.6 22!/2 





9.3 16!/g 17-143, B—2 Outlook promising for adequate yield 
and earnings comparing favorably with 
$1.84 a share of 1949, indicating con- 
tinuance of $1.50 dividend rate. 





Fajardo Sugar ..... ee 3.83 13.9 2.76 4.50 


18.0 24) 25 -I9 C2 Good showing in recent months expected 
to maintain earnings this year close to 
$2.76 a share of 1949. Strong financial 
position favors liberal dividend. 





South Porto Rico Sugar 30.4 6.98 32.4 7.02 6.31 (c) 


Increased sales quota in recent months 
promises to sustain earnings this year, 
but hints at lower returns later. Liberal 
dividend policy well established. 





16.5 38l/, 40 -26% B2 





Beet Sugar Producers 


American Crystal Sugar 30.2 6.25 32.1 2.60(e) 1.20 





Higher costs may be offset this year by 
larger yield and better prices, indicat- 
ing that better comparison in earnings 
may result. Dividend seems safe. 


6.6 18 191/2-14 Cl 





Great Western Sugar. 51.6 2.69 50.5 2.00(f) 1.50 
X 








197-16! C+] More favorable comparison in net profit 
Vs a in coming year indicated after setback 
in fiscal year about to end. Continuance 
of 30-cent quarterly rate probable. 


75 195, 





Holly Sugar 34.5 4.33 43.9 2.50(e) 1.00 
X 


Reflecting benefit of increased oil roy- 
alties, earnings in fiscal year about to 
end may compare favorably with 1949. 


ao 18'/g 22!/2-1b5/, Cl 





Refiners 


American Sugar Refining..245.1 10.07 214.3(a) 9.75(b) 4.00 
X 





Regular $! dividend safe. 


9.7 4034, 45 -3134 B—2 Improved labor relations and better | 
profit margins tn prospect point to con- | 
tinuance of relatively high earnings and} 





National Sugar Refining... 111.7 3.33 103.4(a) 3.00(b) 2.00 
X 





maintenance of $4 dividend. —s_| 
2834-21 1/ C+2 Forecast of consumption this year com-| 
ee Lo paring favorably with 1949 promises sat- | 
isfactory earning power and continuance | 


74. 26% 





*—1947-48, 1948-49 fiscal years respectively, unless otherwise stated. 
(a)—9 months September 30. 
(b)—Estimated approximate net per share for full calendar year. 





(c)—Includes $2.31 paid in liquidation of Russell & Co. 
(e)—Estimated for fiscal year ending March 31, 1950. 
(f)—Estimated for fiscal year ending February 28, 1950. | 

















FEBRUARY 11, 1950 


515 











x 


Cats And Dogs 


Our weekly index of 100 low- 
priced stocks has performed mod- 
erately worse than the index of 
100 high-priced stocks on the re- 
cent market sell-off, which is typi- 
cal behavior. It should be ex- 
plained to new readers that these 
are simply the 100 lowest-price 
issues among the 320 making up 
our weekly composite index. Some 
of them are highly speculative; 
some are of investment or semi- 
investment quality. It is not, there- 
fore, an over-all index of “cats 
and dogs.” Were there a broad 
index of rank speculations — the 
poker chips of the market — it 
would show that they had a fairly 
good play in the last few weeks of 
the rise from last June through the 
first week of January, but much 
less so than on the 1948 intermedi- 
ate rise; and that they folded 
rather decisively in the recent re- 
action. There are exciting possi- 
bilities in many “cats and dogs” 
—if they are bought close to major 
bear-market lows. The possibili- 
ties are greatly less, and the risk 
greatly more, at present market 
levels. On an historical price basis, 
typical “cats and dogs” are in 
what could be called a medium- 
high range at present. 


Dividends 


Total dividends continue to hold 
at peak levels. According to 
latest official estimates, they 
footed up to $8.4 billion for 1949, 
against $7.9 billion for 1948; or 
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to roughly 50° of estimated total 
1949 earnings of $16.7 billion. In 
1948, the distribution was only 
a little over 37° of record earn- 
ings of $21.2 billion. For refer- 
ence, the highest distribution in 
any year of the prewar period 
1935-1939 was 76% of earnings 
in 1939. This column concludes 
that, with expansion needs taper- 
ing off and with corporate hold- 
ings of cash now increasing at a 
good rate, dividend policy is too 
conservative on an over-all basis. 
It seems about as clear as any- 
thing can be that total profits will 
be down materially for 1950, and 
that the ratio of dividends to 
profits will have to rise consider- 
ably. However, actual payments 
will do well to approximate those 
of 1949. Much will depend on the 
year-end extras, which in turn 
depend upon business conditions 
and the sentiment of corporate 
managements at the time. Since 





tant, the many predictions now 
being made that 1950 payments 
“will equal or exceed 1949,’s” do 
not impress this column unduly. 
Competition will be keen. Just to 
remind us that we are not on a 
one-way street, three sizable com- 
panies “failed to act’? on divi- 
dends in a recent single week. 
They were American Safety Ra- 
zor, Goodall-Sanford and Heyden 
Chemical. 


Dream 


This column has always been 
partial to “growth” stocks on gen- 
eral principle. It may be in order, 
however, to emphasize that there 
is plenty of margin for error in- 
volved in selecting them. A com- 
pany must already have had con- 
siderable expansion before a 
growth tendency can be recog- 
nized by any outsider; and often 
there is no certainty that the past 


























the time is 10 to 11 months dis- trend will continue. Probably 
| INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1949 1948 
Se ho | Se eee ee eee Dec. 31 Quarter $2.96 $2.66 
Family Finance Corp....................... 6 mos. Dec. 31 91 -82 
International Harvester .......................... Year Oct. 31 4.36 3.92 
Procter & Gamble.................................. 6 mos. Dec. 31 5.09 4.03 
RON SN UES IDS ios 0s o5 oo ign cdiv eee eevee encees .. Dec. 31 Quarter .43 .30 
Keystone Steel & Wire................... Dec. 31 Quarter .98 .49 
CS Sn en ne ee ; 12 weeks Nov. 24 32 -20 
Mcintyre Porcupine Mines........ Dec. 31 Quarter -90 aa 
RIE oso incest en nsaen viata deoscrucet . 6mos. Dec. 31 5.21 4.86 
ee IIE sec dsvesscabinge Sannsdeesestaceundoancsmeoaens Year Dec. 31 3.63 2.24 
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some security dealers and brok- 
ers could be criticized for being 
too prone to “tip” so-called growth 
stocks which either do not qualify 
or have only a highly speculative 
chance of ever doing so. Illustrat- 
ing the point, some of the pipe- 
dreams of the past are worth re- 
calling for the lesson they might 
teach. One such, for example, was 
Fansteel Metallurgical Corp., one 
of the popular wartime specula- 
tions on the Curb Exchange... 
Widely tipped, it rose from a 1942 
low of 214 to a 1946 high of 53. 
Sales had not shown a dynamic 
upward tendency prior to their 
war stimulus. They were only 
nominally greater in 1939 than in 
1929. Peak earnings of $1.37 a 
share were seen in 1943 on war 
business. They fell to 56 cents a 
share in 1948 and probably were 
still lower in 1949—perhaps back 
to around 1939’s 51 cents a share. 
The dividend has never exceeded 
25 cents a share. The stock sold 
as low a 81% in 1949, less than 


impact on the soap industry. 
Procter & Gamble, the biggest do- 
mestic soap maker, has done the 
best job in adjusting itself to 
the change, and profiting hand- 
somely out of it. This company’s 
“Tide” detergent has been a big 
winner. Among soaps, its “Ivory” 
retains a strong trade position. 
Its “Crisco” shortening is prob- 
ably the most widely used of its 
type. The leading companies are 
not strictly comparable as to prod- 
ucts. On an over-all basis, P. & G. 
has shown its heels both to Col- 
gate-Palmolive-Peet and to the 
foreign-controlled Lever Brothers. 
Earnings for the fiscal year end- 
ing June 30 probably will be 
around double the previous year’s 
$4.44 a share and might not be 
far under the all-time peak of 
$10.18 for the 1947-1948 fiscal 
year. The stock, now around 82, 
on which $4 was paid in divi- 
dends in 1949, is to be split 11% 
for 1, effective March 3; and 
probably will carry at least a $3 


ary 7, and the market having 
been reactionary thereafter, natu- 
rally the majority of stock groups 
have very easily recorded new 
lows for the year within the past 
fortnight or so. Exceptions show- 
ing above-average recent strength 
have been metal containers, bak- 
ing and milling, meat packing, 
steel, drugs and utilities. These 
are cited as a matter of interest, 
not as recommendations. 


Stocks 


Stocks which have _ recently 
made new 1949-1950 highs in the 
face of general market softness 
include: Armour, Beaunit Mills, 
Chicago Great Western, Colorado 
& Southern, Consolidated Laun- 
dries, Garrett Corp., Goebel Brew- 
ing, Penn-Dixie Cement, Pfeiffer 
Brewing, Seaboard Air Line and 
Western Maryland. On the whole, 
this is a low-quality list, without 
a single “Big Name” stock in it. 
We would not at present recom- 
































7 one-sixth of its 1946 high; and is regular dividend, equivalent to a mend any of these issues. 
~ currently at 1114, where it is yield of nearly 5.5% at present 
d “a over-priced. Many other similar market price. That is not bad for Shoes 
—f. examples could be cited. Look be- a Blue Chip in a steady type of 
ist to fore you leap into any alleged business, with moderate growth The shoe business is fairly 
pig ‘ growth stock. potentials and a virtually impreg- steady, making the best stocks in 
divi- nable cash position. On the other it good issues for income return. 
i Watch hand, the stock has sold mate- As frequently happens, the larg- 
i. rially under its present price in est relative gains in sales and 
Bd A number of the larger oil com- every previous year. earnings over the last decade or 
vimead panies with foreign crude oil so have been scored not by the 
holdings have cut down their Groups biggest manufacturers but by 
scheduled imports considerably. smaller competitors. One of the 
The purpose is to relieve the pres- Measured in terms of new highs _ best situated of the latter is Gen- 
in sure on the domestic. crude oil or lows for the year, group varia-_ eral Shoe, operating efficient low- 
, gen- price structure. That is also the tions will have little or no de- cost plants in the deep South, but 
el purpose of a further cut of allow- pendable significance at least un- distributing nationally. Compared 
ene able output of crude in Texas. _ tila few more weeks have passed. with 1937, sales have increased 
ion Whether these moves will succeed Only a month or so of this year over five-fold—partly due to the 
panned is doubtful. The mild winter in has gone by as this is written. price rise—and net income has 
‘poo the populous East, so far dupli- So far, the 1950 range for the risen over three-fold. Profit for 
i cating that of a year ago, has composite index and for the great the year ending next October 31 
econ- brought the feared piling up of majority of the weekly stock- is likely to be above the prior 
peel stocks of fuel oil. A crude oil group indexes has been relatively year’s $3.14 a share. Finances are 
> past price cut of from 25 cents to 50 narrow. The broad index having adequate. The $2.50 dividend rate, 
Dabiv cents a barrel, with the adjust- made its high to date as of Janu- (Please turn to page 530) 
, ment spreading through prices of 
refined products, would not sur- 
more nee eaie-g Ars Agente DECREASES SHOWN IN RECENT EARNINGS REPORTS 
948 bility within the medium term. 1949 1948 
2.66 That would take oil stocks lower; Webster Tobacco Co.......... ; Dec. 31 Quarter $ .25 $ .31 
a and probably put some selected American Hide & Leather....0.00000.0.000.0.... 6 mos. Dec. 31 43 59 
pie issues into a reasonably attrac- I 6 od a es i . 9 mos. Dec. 31 1.25 3.25 
on a range for investment buying. nn Oo a a een Dec. 31 Quarter 1.54 3.97 
30 hey are not attractive now. Calorade Fuel & (WOW. «.. :....0.56666cccccccdecccese 6 mos. Dec. 31 oot 4.80 
49 Soap Philadelphia & Reading Coal & Iron.......... Dec. 31 Quarter 1.22 1.36 
20 American Agricultural Chem..................... 6 mos. Dec. 31 1.32 1.70 
77 During the last few years, the DRG ORC CEN 50s 5 cnnskenncearsn: ee eee Nov. 30 Quarter 1.43 1.92 
4.86 mushrooming popularity of syn- Wheeling Steel Corp.......................::cee Year Dec. 31 10.68 23.24 
2.24 thetic detergents, as substitutes DNR sins te enaanciiachcetatasasen: Dec. 31 Quarter A7 .64 
ewe for soap, has had a tremendous 
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What Ahead for Rusiness 2 


By E. K. A. 


Favorable expectations for business in the forepart of 1950 
are obviously based on the assumption that the coal crisis will 
be surmounted without major ill effects. This is clearly true of the 
5 current estimate of the thir- 

teen regional Shippers’ Ad- 
BUSINESS ACTIVITY|}] visory Boards which indi- 











PER CAPITA BASIS cated that railway freight 

a W. 5. OtDex loadings of the 32 principal 
- commodity groups in the first 

OF aa quarter of the year will total 


6.77 million cars against 6.61 
million a year ago. The in- 


190 dicated gain includes an in- 
crease of 12% for the At- 

= lantic States, and it is ad- 

180 mitted that even a continua- 


tion of the three-day week 
in the coal mines would con- 
vert a rise into a decline. 
As it is, the coal strike 
clearly cannot drag on much 
longer and there may be a 
settlement of sorts by the 
time this appears in print. If 
so, this will greatly minimize 
the strike effects on industry 
while prolongation would 
bring a quick climax. Above 
all, an adequate coal supply 
—more than can be mined 
in a three-day work week— 
is essential if business antici- 
pations for the first quarter 
are to be fully realized. 
Assuming enough coal, 
prospects, are that steel in- 
dustry operations during the 
first quarter may average 
around 90% of capacity. 
While pressure will ease 
somewhat thereafter, indus- 
try estimates figure on an 
average operating rate of 
about 80% in the second 
quarter. This would point to 
an average rate of 85%, for 
the first half year—quite 
satisfactory from the stand- 
point of sales and earnings. 
The outlook for the second 
half is less predictable but 
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informed quarters think that operations may average around 
70%, partly due to seasonal factors. Should these estimates 
prove correct, they would point to an annual average operat- 
ing rate of around 77.5%, not drastically off from last year's 
figure of 80.9°/, which however would have been consider- 
ably higher if it hadn't been for the steel strike in October. 
What all this amounts to is that industry views, tentatively 
of course, anticipate a gradual leveling off in steel demand 
rather than’ a repetition of the nosedive experienced last 
Spring. Present tightness and abnormal pressure for deliveries 
are viewed as strictly temporary. But there is also evidence 
of a sounder appraisal of consumer markets than a year ago 
when many consumer durable goods industries failed to pro- 
perly gauge their vigor. 


Production Trend 





FRB data meanwhile indicate that industrial output in De- 
cember hit an 8-month high with the FRB Industrial Production 
Index rising five points to 178% of the 1935-39 average. Ac- 
tivity in durable goods industries showed a substantial gain 
with the durable goods index rising from 180 in November to 
202 in December. Non-durable goods output was little 
changed and production of minerals was down 7%,, chiefly be- 
cause of the coal situation. The industrial production increase 
continued into January, according to the FRB. According to 

rivate estimates, the January index figure should exceed 180 
Eur is likely to lag considerably behind last year’s figure of 
191, 

The Factor of Business Sentiment 


As we see it, little can go wrong with first quarter business, 
and the second quarter outlook is fairly promising. What may 
“queer” matters is the possibility of advance jitters over the 
widely heralded decline in the second half, with the result that 
the second quarter may not be quite as good as now antici- 
pea and the second half perhaps not quite as “bad.” We 

ave seen that sort of business caution work before. Unless it's 
overdone, as a year ago, it won't be particularly harmful, and 
it could trend to smooth out fluctuations. Excessive caution, 
however, is another thing; it could make the second half worse 
than it otherwise would be, just as it helped deepen recessive 
tendencies during the first half of 1949. Business sentiment 
therefore needs watching, not just from the standpoint of capi- 
tal spending but also in respect to inventory policies. In this 
connection, the latest survey of the National Association of 
Purchasing Agents deserves attention. It finds that cross-sec- 
tion opinion of purchasing men fails to support the strong 
optimistic tone of many year-end forecasters. Their attitude, 
therefore, is one of cautious optimism though January business 
was good, with industrial inventories showing the strongest 
trend to grow since last October. 
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MONEY AND CREDIT-—The stock market displayed a 
slightly firmer but conspicuously mixed trend during the final 
fortnight of January, with 18 of our 46 group indexes register- 
ing declines and 12 establishing new Fighs for various 
periods, as tabulated on the second page following. The 
Radio and Television group, which was weakest throughout 
most of 1949, has been in the forefront thus far this year, 
staging a 10% advance during the fortnight under review. 
The group's total advance during the first four weeks of the 
new year has been 23%, compared with a nominal rise of 
only 3% for the market as a whole. Corporate preferred 
stocks and foreign government dollar bonds advanced to the 
best average level since November 1, 1947; but high grade 
rail bonds made a new low for the year, while the unre- 
stricted Victory 2!/2s sagged to the lowest level in 6 months. 
Recent weakness in securities of investment grade suggests 
that the Treasury may make some slight concession to critics 
of its cheap money policy. Weekly reporting member banks 
disclosed a nominal contra-seasonal expansion of $10 million 
in commercial loans during the fortnight ended January 18 
but the total was still $1.55 billion below a year ago. Hold- 
ings of U. S. Government securities increased $617 million, 
earning assets expanded by $448 million, and demand de- 
posits rose $270 million to a level $575 million above a year 
ago. In the fortnight ended Jantiary 25, the Federal gross 
debt was actually reduced by $100 million, while the Treas- 
ury balance declined $184 million. It is rumored that Britain, 
after her February 23 general election, will ask Uncle Sam for 
an additional loan of $2 billion to $4 billion to help liquidate 
her sterling debt to India, which now amounts to about $1.6 
billion. If obtainable, she would like the loan to be $4 billion 
on terms calling for repayment within 100 years, without in- 
terest. This would also be used to take up the 1945 Anglo- 
American loan of $3.75 billion which bears interest at 2°, 
and calls for repayment within 50 years, beginning January 
31, 1951. Well—if this goes dani a new loan of $10 bil- 
lion might be sought in 1954 to refund the $4 billion loan. 
There might be less hard feeling if we frankly called it a gift. 


TRADE—Department store sales in the fortnight ended Janu- 
ary 21 averaged only 2!/2% below last year, compared with 
a 4-week decline of 9°. December sales by all retail outlets 
throughout the nation were also 2!/2°% below the like month 
a year earlier. Even automobile sales were off a little, for the 
first time since V-J Day; but house furnishings and food re- 
ported small gains. In some foreign trade quarters it is esti- 
mated that our exports this year may fall short of last year 
by as much as $2.4 billion, or 19%. A drop of such magni- 
tude would exceed by $1.4 billion the $1 billion cut expected 
in E.C.A. grants. If business here in the U. S. holds up well, 
the shrinkage in our excess exports may be even larger since 
our import bill, swollen by tourist expenditures, may rise 
substantially. 


INDUSTRY—Business activity at new all-time high, despite 
continuing decline in new orders during November. There will 
be a further sharp rise in overall business voulme after the 
coal mines return to a 5-day week, but the second half year 
may witness a moderate decline in volume, prices and profits. 


COMMODITIES—Commodity price indexes during the fort- 
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MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 
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1948 1949 
night ended January 28 followed the familiar pattern of a 
small rise in futures and a mild sag in spot markets. In futures 
trading, wheat, corn, cotton and hides advanced while cash 


prices for hides and tin were easier. The C.C.C. seeks an ad- 
ditional $2 billion for its price support program. 
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A sharp bulge in bank debits was mainly responsible for 
an additional rise of 1.1% in Business Activity during the 
fortnight ended January 21 to a new all-time high, 1.1% 
above last year at this time. The margin of increase over last 
year is likely to widen substantially over the next few months; 
since there is little prospect, barring paralyzing strikes, that 
the overall volume of business will fall off as rapidly as it did 
during the late winter and spring months of last year. 

* * 


Electric Power output has also risen to a new all-time 
high, helped by wintry weather in the middle and far-western 
states; but this has been about offset by contraction in re- 
finery runs. The Coal shortage is beginning to cause cut- 
backs of manufacturing in a few localities. Such curtailment 
will spread until after the miners return to a full five-day 
work week. 

+ *. -« 

New Orders booked by manufacturers declined in No- 

vember for the second consecutive month; but backlogs of 
(Please turn to following page) 
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Latest Previous Pre- 
Wk. or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _— Harbor* 
MILITARY EXPENDITURES—$b (e) | Dec. 1.24 1.20 1.20 1.55 (Continued from page 221) 
C lative f id-1940 ss | :«~Dec. 390.8 389.6 376.0 13.8 : 
ot a ie unfilled orders were up for the third con- 
FEDERAL GROSS DEBT—$b Jan. 25 256.8 256.9 252.3 55.2 secutive month, owing to a moderate de- 
MONEY SUPPLY—$b cine in shipments. Comparing November 
Demand Deposits—94 Centers | Jan. 18 48.2 48.1 47.7 26.1_'| with the corresponding month of 1948, the 
Currency in Circulation Jan. 25 26.9 27.1 27.6 10.7 | Commerce Department finds that new or- 
-— ders were off 3%, with unfilled orders 
ao te ne iat 906 nies _ 426 | down 26%, and shipments off 9°. Busi- 
ow Vouk Chy—$o —___ eet ae ; : ; ness inventories at the end of November 
93 Other Centers—$b | Jan. 18 12.72 12.80 13.78 7.60 were up fractionally ee Cahier ‘hand 
PERSONAL INCOMES—$b (cd2) Nov 212 211 219 102 showed a decline of ry, from November 
Salaries and Wages —._...._____. | Nov 138 138 142 66 1948. 
Proprietors’ Incomes ~.........-------- | Nov aa 44 50 23 * * * 
Interest and Dividends | Nov 18 17 17 10 : : ; . 
Transfer Payments a ERS ae NEE, “eR Nov 12 12 10 3 The only in ape giteagt eid ac 
(INCOME FROM AGRICULTURE) Nov 20 20 26 10 ments topped the year-ago level were 
automobiles, aircraft, stone, clay and glass 
POPULATION—m (e) (cb) Dec 1504 180.2 147.7 133.8 | preduets, canning and preserving, cotton 
Non-Institutional, Age 14 & Over... Dec 110.1 110.1 109.0 101.8 textiles, leather products (except footwear), 
Ee eS. eae RT| | fe 63.5 64.3 62.8 57.5 paper drug products. 
Cn Re Ee coment (1S Fe 1.43 1.44 1.45 1.89 ’ 
Civilian... RTP 62.0 62.9 61.4 55.6 ss . 
J 4 : ; ° ° 
oe oe vee a : tise Pa Capital Expenditures for new plant 
- ons “RD teat. “dl ks on np 80 and equipment in the curernt quarter are 
Seer - aid ¢ : , . estimated at $3.82 million—14% below 
Non-Farm rem Dec. 51.8 51.6 52.1 43.8 th lik . d | t d 29° d 
At Work Dec. 50.4 50.1 50.6 43.2 e like period last year and 29%/, under 
alti i me: the record $5.41 billion spent in the final 
Weekly Hours ........ See earn | S28 41.3 40.0 41.6 42.0 varter ok 3008 
Man-Hours Weekly—b ....... Dec 2.08 2.00 210 1.82 | 4 , 
* * . 
EMPLOYEES, Non-Farm—m (Ib) Nov 42.7 42.6 44.8 37.8 
Government Nov 5.8 & vag - The Commerce Department, peering in- 
Factory -.. Nov 11.2 11.4 12.8 V1.7 to The Crystal Ball, sees for the current 
Weekly Hours _..___.._.... | Nov 39.2 39.7 39.8 40.4 year compared with 1949, declines in pro- 
Hourly Wage (cents) —.__. Nov 138.9 139.2 139.7 77.3 duction of 5%, for machinery, 13°, for 
Weekly Wage ($) | Nov 54.45 55.26 55.60 31-23 | qutomobiles (starting with the second half 
PRICES—Wholesale (1b2) Jan. 24 150.7 150.9 =: 159.5 92.5 | of the year), 57% for freight cars, 46°, 
SS 185.6 185.6 192.5 1162 | for passenger cars and 12% for shipbuild- 
, a 
COST OF LIVING (1b3) Nov 168.6 1685 1722 1002 | M9- But the soothsayers foresee an 11°, 
rise in deliveries of new locomotives and 
CS Re Ee ee Sl eka Nov 200.8 200.6 207.5 113.1 aii iecieeen f 2] 9/ tn th duet { 
Clothing __ ; Nov 186.3 186.8 © 201.4 113.8 | rane r a Pa © 
Rent tal ne AM, 2 122.0 121.5 1188 107.8 a 
RETAIL TRADE—$b ‘i : 2 
Retail Store Sales (cd) ....__ Dec 12.81 10.86 13.14 4.72 Expenditures on new Construction last 
Durable Goods —...........___. | Dee. 3.38 3.35 3.50 1.07 | year totaled $19.3 billion, a new all-time 
Non-Durable Goods ............___. | Dee. 9.43 7.51 9.64 3.65 high and 3%, above 1948. The number of 
’ ° 4 
Dep t Store Sales (mrb) i a aaa Dec. 1.37 0.92 1.40 0.42 new urban dwelling units started last year, 
Retail Sales Credit, End Mo. (rb2)_ Nov 9.34 8.86 7.87 5.46 1,019,000, also established a new high— 
‘ ’ , 
MANUFACTURERS’ 9% above 1948. 
New Orders —$b(cd) Total... | Nov. 18.1 18.6 18.9 14.6 * * * 
Durable Goods _.....___. | Nov. 7.3 7.7 iad mt 
Non-Durable Goods ........._--_ | Nov. 10.8 10.9 11.2 7.5 Though demand for Non-ferrous 
Shipments—$b(cd)—Total snserenssessensnnee Nov. 17.8 18.2 19.5 8.3 Metals is holding up well, expanding im- 
Durable Goods pe ee ~| Nov. 7.1 7.0 8.3 4.1 ports are holding prices down. The St. 
Non-Durable Goods _....____-_ | Nov. 10.7 11.2 02 4.2 Joseph Lead Co. says that the lead short- 
BUSINESS INVENTORIES, End Mo. age is over. The metal is now coming in 
Total—$b (cd). Nov. 55.2 55.0 59.6 28.6 from Canada, Mexico, Germany, Japan 
Manufacturers’ Nov. 30.7 30.7 338 164 | and Yugoslavia. Total imports last year 
Wholesalers’ Nov. 9.3 9.2 9.8 4.1 | were around 400,000 tons, the largest in 
Retailers Nov. 15.2 15.1 16.0 8.1 peacetime history and 18°/, above 1948. 
Dept. Store Stocks (mrb) —___. Oct. 2.3 2.1 2.5 1.4 | Zinc shipments in December, of which 
BUSINESS ACTIVITY—1—pc Jan. 21 166.6 164.9 168.0 141.8 12% were of foreign origin, were 12%, 
(M. W. S.)—I—np mee 193.3 191.4 192.0 146.5 | lower than a year earlier and stocks were 
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Latest Previous Pre- 
OK Wk. or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _— Harbor* 
INDUSTRIAL PROD.—1—np (rb) Dec. 178 173 192 174 | up 350%. Though copper consumption in 
RE et RE ERO a)? 131 141 156 133 December fell avy, below November's 
con- Durable Goods Mri. ccccccccccwnnnnee | Dee. 202 180 231 220 high level, it is predicted in trade circles 
> =~ Non-Durable Goods Mfr... | Dee. 174 177 173 151 that demand during the first half of 1950, 
mber : “1d: 
oa CARLOADINGS—t—Total Jan. 21 619 631 710 833 | sustained by near-record building and 
: Manufactures & Miscellaneous....... Jan. 21 322 323 342 379 automobile production, will at least equal 
oa Mdse. L. C. L of Jan. 21 79 77 90 156 | the satisfactory average monthly rate of 
rders Grain ... ee Jan. 21 42 47 44 43. | last year’s fourth quarter. Stocks at the 
Busi- ins in ue ca Ge | end of November, however, were 56% 
— ELEC. POWER Output (Kw.H.)m an. 21 6, z 26 | larger than a year earlier, 
va SOFT COAL, Prod. (st) m Jan. 21 73 74 15S 108 ite 
mber ie 
Cumulative from Jam. bocce Jan. 21 20 13 35 446 
Stocks, End Mo............... siececaieencane Nov. 45.3 47.2 69.6 61.8 | Annual production capacity of Steel in- 
om PETROLEUM— (bbls.) m | i rose to 99.4 a tons Hh pee 
ship- Linde Cane tele. __| Jan. 21 5.0 49 5.5 4.1 | making an expansion of 22%, in the eight 
were Gasoline Stocks eevee | Jon 21 122 119 86 | years since the end of pre-war 1940. 
glass Fuel On Stocks| Jo 2 59 60 5440“ ‘ . : 
-otton Heating Oil Stocks... piel f AON e 67 7\ 64 55 
year), LUMBER, Prod. (bd. ft.) m Jan. 21 341 390 385 632 | Despite rising operating efficiency, the 
Stocks, Ged Mo. (hd. Gb... | Nev. 73 7.8 I 12.6 | nation’s Railroads earned last year only 
2.75°%, on their net property investment, 
STEEL INGOT PROD. (st.) m Dec. 7.7 4.22 7.78 6.96 | compared with 4.24% in 1948 and the 
plant Cumulative from Jame bocce ecco Dec. 77.8 70.1 88.6 74.7 | war-time peak of 6.3% in 1942. This 
— | e . 
or are ENGINEERING CONSTRUCTION | helps to explain why the carriers have re- 
below AWARDS—$m (en) Jan. 26 216 182 212 94 |, vised upward for the third time their origi- 
under Cumulative from Jane bocce. | Jan. 26 915 699 566 5,692 nal request for an increase in rates for car- 
. final | rying U. S. mail. The original petition, 
pgs ne cconge bina feel ia iis iii ‘ii | filed in February, 1947, asked for a 45% 
Ree, Vee Geen: toh) t.—. | don | increase. Pending a final decision, the 
U. S. Newsprint Consumption (st) t..| Dec. 484 492 466 352 LCC ted a 25°. rise. N th d 
Do., Stocks (mpt), End Month....| Dec. 622 638 628 523 wear Tohed hei iJ rise. poo e - . 
ng in- Motor Vehicles, Foctory Sales—t.... Nov. 455 573 469 352 have hiked their goal to % Tos whic 
surrent Pneumatic Casings Production—m Nov. 6.0 6.5 6.1 40 | would add about $103 million annually 
n pro- Anthracite Coal Production. (st) m..| Dec. 23 4.6 4.5 3.8 | to the present mail pay. 
o/, for 
dh if b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before 
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Commodity price indexes during the fortnight ended Janu- 
| ary 28 followed the familiar pattern of upward creeping 
7 futures and sagging spot averages. Distant futures are usually 
considerably lower than spot prices owing to carrying 
charges. The spread narrows with passing months until finally 
eliminated when the future merges into the present. Fine 
Australian fleece, costing $1.40 a pound at Boston last Sep- 
tember, now brings $1.95. Some observers think it may reach 
$2.25. Of recent years, world consumption has been twice as 
large as production. The law of supply and demand is not 
operating in this circumscribed section of the economy de- 
spite lofty prices since farmers still find it more profitable to 

raise other livestock, while the cost of wool in a man's suit 
| even now amounts to only 11%, of the retail price. Wages 


are the determining factor in clothing prices. But there is 
always a ray of sunshine somewhere if one looks for it. 
Chicken is now only about half as high as a year ago, dried 
eggs which cost the tax payer $1.30 a pound a year ago 
are being offered at 40 cents and, if you are a coal miner 
on strike, you can get a sack of potatoes for nothing. The 
C.C.C. already has about $3.5 billion tied up in farm sur- 
pluses and is demanding an additional $2 biilion from Con- 
gress to save the country from catastrophe. Stocks of wheat, 
corn and rye on hand at the end of last year were the largest 
on record. Harvesting of the new grain crops starts in May, 
and everyone is wondering where adequate additional stor- 
age space is coming from. It’s high time that our costly farm 
price support program be revised. 


| 3 Trend of Commodities 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. | Mo.3.Mo. 6Mo. I Yr. Dec.6 

Jan.30 Ago Ago Ago Ago Ago 194! 

28 Basic Commodities .......... 249.2 250.2 248.3 247.0 239.0 283.4 156.9 
i! Imported Commodities... 265.8 259.6 256.3 247.0 241.7 265.1 157.3 
17 Domestic Commodities... 243.9 244.3 243.2 240.6 237.3 295.0 156.6 


RAW MATERIALS SPOT INDEX 
Oct. NOV. DEC. JAN. 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1950 1949 1947 1945 1941 1939 1938 1937 
eres 136.7 161.5 164.0 95.8 85.7 783 658 93.8 
LOW -ccstainacoineic . 135.8 134.9 1264 93.6 74.3 61.6 57.5 64.7 
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Date 2Wk. | Mo.3 Mo. 6Mo. 1 Yr. Dec.6 
Jan.30 Ago Ago Ago Ago Ago 194! 
.. 303.2 300.1 298.0 291.2 294.9 300.3 163.9 

311.3 309.0 306.7 299.3 295.5 303.4 169.2 


7 Domestic Agriculture ... 
12 Foodstuffs 














16 Raw Industrials .0.. 222.0 223.0 223.3 224.3 213.9 276.3 148.2 
COMMODITY FUTURES INDEX 
oct. N OV. DEC. JAN. 
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Average 1924-26 equals 100 





1950 1949 1947 1945 1941 1939 1938 1937 
Engh ye 134.85 139.28 175.65 106.41 84.60 64.67 54.95 82.44 
Low ........... 131.21 122.45 117.14 93.90 55.45 46.59 45.03 52.03 
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Will Utilities Continue 
Uptrend? 





(Continued from page 510) 


probably begin to benefit late this 
Fall. 

Thus gross income of the elec- 
tric utilities in October increased 
nearly 13%. Deductions from in- 
come showed a mixed trend—in- 
terest on long-term debt increased 
12% but interest credits on new 
construction also gained, so that 
total deductions were up only 
7.5% permitting net income to 
gain 15%. Complete figures are 
not yet available for November, 
but in that month net income 
gained only 8%. 

What is the outlook for 1950? 
Can the utilities continue to re- 
port gains in net income and oc- 
casional increases in dividend 
rates, as ammunition for a con- 
tinued bull market in utilities? 
Undoubtedly the going will be a 
little more difficult except where 
particular companies are special- 
ly favored. Some hydro com- 
panies, for example, may make 
a better showing, because of more 
plentiful water. Thus Pacific Gas 
& Electric would benefit by plen- 
tiful water if it is forthcoming, 
and Niagara Hudson, Central 
Maine Power, Public Service of 
New Hampshire, and New Eng- 
land Electric System could use a 
little more water in 1950, al- 
though they did not do too badly 
in the latter part of 1949. 

On the other hand companies 
like Southern Company and South 
Carolina Electric & Gas, which 
were blessed with an abnormal 
water supply in 1949, might be 
effected by a decrease in 1950. 
Southwestern Public Service Com- 
pany is one company which doesn’t 
like heavy rain—its farm custom- 
ers then don’t need to use their 
irrigation pumps so much, and the 
company probably lost 15-20c a 
share last year because of exces- 
sive rain. 

In the week ending January 21, 
U. S. electric sales showed a gain 
of 4.7% over last year and in the 
previous week the gain was 5.3%. 
These gains were encouraging 
after a period of weeks in which 
the showing was irregular. How- 
ever, declining steel and motor 
operations may soon result in a 
poorer showing unless the coal, 
Chrysler and the threatened Tele- 
phone strikes are settled. Unfor- 
tunately, gains in residential use 
are being whittled down; the in- 
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crease in November was only 
11.8% against a gain of 15.6% 
in August. 

Nevertheless, the present hous- 
ing program, supported by plen- 
tiful Federal funds, should con- 
tinue through 1950 and will auto- 
matically increase the number of 
residential users. The big gain in 
television sets, although largely 
accomplished at the expense of 
radio sales, is nevertheless an im- 
portant load builder. Thus it 
seems likely that residential use 
in 1950 will average at least 
8-10% over 1949. Commercial 
usage might be expected to gain 
about 6-8%. The trend for “large 
light and power” (industrial use) 
may continue to run moderately 
below 1949, at least for the first 
half of the year, but comparisons 
will probably be better in the 
last half. 


Further Fuel Economies 


Regarding further fuel econo- 
mies, these will not be as marked 
as in 1949, since fuel prices are 
unlikely to show any further 
sharp declines (unless the crude 
oil price structure gives way) and 
might in fact rise moderately if 
the present coal shortage becomes 
more severe. With the further ad- 
dition of new generating equip- 
ment, there will be further sav- 
ings from elimination of old 
standby plants, but it seems un- 
likely that these savings will be 
as large as in 1949. 

In general, therefore, monthly 
gains in net income in 1950 may 
be smaller, but nevertheless should 
prove sufficient to maintain mar- 
ket interest in the electric group. 


‘Moreover, there may be further 


dividend increases by (1) com- 
panies making special earnings 
gains, and (2) companies which 
had previously deferred making 
increases (see “Comments” in ta- 
ble). There may be a general ten- 
dency to increase the dividend 
pay-out as the utilities begin to 
taper off on their big construc- 
tion programs. 

In 1946, 414% yields, and price 
earnings ratios around 18-19, 
were not uncommon for good 
electric utility equities. At pres- 
ent the yields on highest grade 
utilities are again dropping to 
the level of 414-5% but this ap- 
plies to only a select few names 
(in the case of Cincinnati G. & E., 
a yield of 4.5% is explained by 
expectation of a dividend in- 
crease). In general the stocks of 
the big utilities, with revenues of 


over $50 million a year, show an 
average yield of 514% and price 
earnings ratio of slightly under 
13. Stocks of the medium-sized 
companies yield 6% or a little 
better and sell at about 11-12 
times earnings. The small com- 
panies with revenues of $1 to 10 
million show an average yield of 
6.7% and an average PE ratio 
around 10.7%. These figures still 
reflect bargains on a long-term 
basis, considering the great sta- 
bility of the utility industry, and 
the “purification by fire” (at the 
hands of Washington) from which 
most of the companies have now 
emerged. 

As to other utility groups, the 
manufactured gas companies with 
the aid of belated rate increases 
and current or anticipated addi- 
tion of natural gas, are now in 
much healthier condition than a 
year ago; they have also been 
greatly aided by low fuel prices. 
The natural gas companies on the 
other hand have disappointed 
some holders who have antici- 
pated very rapid growth in earn- 
ings; the cost of their tremendous 
expansion programs, combined 
with loss of house-heating busi- 
ness in two warm winters, has 
reduced their gains. In the twelve 
months ended October 31, 1949, 
revenues were up 13% and net 
income 5% for the principal natu- 
ral gas companies; but in the 
month of October, revenue gains 
were only 5% and there was a 
decrease of 8% in net income. 
However, over the longer term 
the outlook continues highly fa- 
vorable. 





1950 Prospects for Food 
Companies 





(Continued from page 513) 


It should be realized that the 
sharp drop in meat prices last 
year followed on the heels of a 
significant downtrend in the pre- 
ceding year. In other words, al- 
though the decline from postwar 
peaks was from an abnormally 
high base, there is a natural 
limit that should restrict the rate 
of prospective declines from now 
on. This is important because in- 
ventory losses last year that 
caused earnings of the packers to 
skid may be less of a factor in the 
current year. The same applies to 
the numerous by-products of the 
industry that normally permit 
wider margins than on dressed 
meat, and which were pinched 
considerably in 1949. 
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Among the leading meat pack- 
ers, Swift & Company’s earnings 
last year probably declined mod- 
erately from the $3.02 reported 
for fiscal 1948, but not enough to 
threaten the stability of dividends 
at last year’s rate of $2.35 per 
share. Armour & Company’s vol- 
ume of $1.84 billion almost 
equalled 1948 and a sharp spurt 
in earnings in the final fiscal 
quarter more than offset earlier 
interim losses, although after al- 
lowing for preferred dividends 
(deferred in the last two pe- 
riods), a deficit of 60 cents was 
shown for the common. In the 
current year it is possible that 
Armour’s earnings may improve 
somewhat. 

Narrower margins reduced last 
year’s net per share of Wilson & 
Company to $1.71 compared with 
$2.70 the year before, although 
sales of $709 million were the 
second best on record. The man- 
agement has expressed confidence 
in the 1950 outlook. How severe- 
ly the margins of Cudahy Pack- 
ing Company were pinched by 
falling prices in fiscal 1949 is 
shown by a deficit of $3.31 per 
share on volume of $559 million, 
the latter only 1.4% lower than 
in the previous year when prof- 


its of 36 cents a share were re- 
ported. As we have previously 
suggested, the rather clear pros- 
pect for more stable conditions 
in the meat packing industry in 
1950 indicates some recovery, at 
least, by all of the Big Four. 


DAIRY PRODUCTS: The leading 
processors of dairy products ex- 
perienced quite a_ satisfactory 
year in 1949. In the first eight 
months, butter production ex- 
panded 18%, cheese gained 11%, 
and output of fluid milk ad- 
vanced 1.7% over the year be- 
fore. Evaporated milk, on the 
other hand, declined about 20% 
and ice cream production was off 
by 3%. 

While wholesale dairy prices 
in the last two years have de- 
clined rather steadily for a total 
drop of about 16%, consumption 
has increased, though not suffi- 
ciently to prevent a general mod- 
erate decline in dollar sales. More 
importantly, farm prices have re- 
ceded more rapidly than whole- 
sale prices, and as inventories in 
this industry seem to have been 
fully readjusted, operating mar- 
gins have tended to widen with 
consequent benefit to net earn- 
ings. 








Exchange, last year. 
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That was just the average return of the 887 dividend- 
paying common stocks traded on the New York Stock 


Some paid more, some less. But if yields like that 
interest you, why not write for a copy of our booklet 
called “Investment Facts About Common Stocks”? 
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Offices in 98 Cities 


a See een ae — — 
= — 

















There’s no charge. Just address— 





























524 


THE 





MAGAZINE OF 


The foregoing encouraging 
progress of the dairy industry 
will likely continue in the cur- 
rent year and may perhaps in- 
duce a somewhat more liberal 
treatment of stockholders by the 
strongly situated concerns. In 
support of this assertion is an in- 
dicated high level of national in- 
come, a continued large increase 
in births and strong assurance of 
an enlarged supply of milk cattle 
on the farms. In combination, 
these factors should meet all re- 
quirements for satisfactory oper- 
ating conditions. Turnover in this 
industry is so rapid that inven- 
tory risks are minimized; more- 
over, all the leading dairy con- 
cerns should now be able to oper- 
ate with well balanced stocks. 
This advantage should result in 
reasonably stable margins and net 
earnings in the near term. 

Now that Federal taxes on 
margarine seems almost certain 
to be repealed, the chances are 
strong that before long this prod- 
uct will create increasing com- 
petition with butter, one of the 
main stays of the dairy industry. 
Despite all existing restrictions 
and limitations on colored mar- 
garine, output of this product ex- 
panded to an all-time peak of 874 
million pounds in 1948, although 
it declined somewhat when butter 
prices receded last year. 

Elimination of the oleo tax 
would of course establish a 
marked competitive advantage 
for margarine but the basic popu- 
larity of butter is so firm that 
there is much question whether 
or to what extent it will diminish 
due to the price differential. In 
any event, at least two of the 


three leading dairy concerns, 
National Dairy Company and 
Beatrice Foods now _ produce 


margarine on quite a scale and 
Borden’s could do so at any time 
it chose. Hence on the whole, 
these strongly entrenched con- 
cerns may have little to fear from 
any heightened competition from 
this product. 


CANNERS: Producers of canned 
fruits, fish and vegetables gener- 
ally improved their earnings last 
year compared with 1948. With 
favorable inventory positions and 
well assured ample demand in the 
current year, the 1950 outlook 
appears to hold good promise. 
What develops as to crop condi- 
tions of course will affect their 
operations one way or the other 
in no small degree and this factor 
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is as yet not determinable. This 
element greatly increases the 
speculative aspects of canning 
operations compared with those 
of other divisions in the food in- 
dustry, because with few excep- 
tions no price hedging is possible. 
The larger concerns, however, 
attain considerable protection by 
canning a wide variety of fruits 
and vegetables, as well as operat- 
ing in many different sections. An 
ample supply of containers at re- 
duced prices in 1950 will provide 
a favorable factor to all units in 
this division in the current year. 

Such well situated concerns as 
California Packing Company, 
H. J. Heinz and Libby Mc Neil & 
Libby probably will continue to 
report net earnings well in excess 
of current dividend rates. Al- 
though the geheral character of 
business conducted by these out- 
standing firms differs in many re- 
spects, sales of all three rose last 
year and their margins proved 
quite stable. 

For the second successive year, 
however, Hunt Foods experienced 
difficulty in maintaining adequate 
margins and though volume for 
nine months ended August 31 ad- 
vanced 48% above the year be- 
fore, the management foresaw an 
annual deficit and omitted the 
common dividends. The outlook 
for this concern in 1950 is thus 
obscure. 


PACKAGED FOODS: Lower prices 
in this division seem to have 
stimulated demand last year and 
should constitute a favorable fac- 
tor in appraising the outlook for 
1950. Despite reduced prices, 
volume of many well entrenched 
concerns expanded last year and 
net earnings advanced moder- 
ately. Through the first half year, 
at least, the better situated firms 
should benefit from lower costs 
of raw foods and containers, and 
those with strongly entrenched 
brands will feel less pressure to 
reduce prices. 

Promotional expenses, on the 
other hand, are normally heavy 
in this branch of the industry, 
and under heightened competition 
will likely increase in the current 
year. As an offset, most producers 
of packaged foods no longer have 
to face the problem of meeting 
inventory losses that cut into 
earnings rather severely in the last 
two years. It seems probable that 
the leading concerns should have 
no trouble in maintaining stable 
dividends over the medium term. 
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MORE 
ELECTRIC POWER 
For VIRGINIA 


THERE IS no shortage of electric power in Virginia. Under 
the $150,000,000 construction program now in progress on 
the Virginia Electric and Power Company System, a second 
mt major power unit has recently been completed and three 
under construction. Also, a proposed 
hydro-development on the Roanoke River awaits only the 


necessary approval and license from the Federal Power 


These additional power-generating units —all scheduled 


for completion by 1952 — will add 370,000 Kw. to the Vepco 


Vepco now adds a new custon 
working day or more than 30,000 new customers per year. 
In 1948 nearly 30,000 new customers 


1949 the figure will be higher 


ier to its service every 4 min- 
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0 customers per 8-hour 


were added and for 








Year by year, Vepco is bringing more electric 
power to more people in Virginia for more com- 
fortable living and more efficient production. 
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i VIRGINIA ELECTRIC 
AND POWER COMPANY 











GRAIN PROCESSORS: Producers 
of corn products experienced a 
very satisfactory year in 1949 and 
their prospects for well main- 
tained earnings in early 1950 are 
quite bright. This situation has 
been mainly due to two factors, 
low prices for corn and higher 
prices for most finished products 
except dextrose which has to sell 
on a competitive basis with cane 
sugar. Since demand has been and 
should continue strong, volume 
has held up well and margins 
have widened rather impressively 
under the influence of lower costs. 


In reflection of these improved 
conditions, it would not surprise 
if 1949 earnings of Corn Products 
Refining Company advanced to 
around $5.35 per share from $4.42 
in 1948, while even sharper gains 
are indicated for Clinton Foods, 
the latter resulting in part by 
comparison with a depressed base 
in 1948. The outlook for Penick & 
Ford has been similarly enhanced 
by the improved spread between 
manufacturing costs and prices. 

While the leading flour mills 
last year benefited from lower 
prices for corn and wheat, the 
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advantage was largely offset by 
increased wage costs and other 
expenses. Net earnings generally 
receded from the level of the pre- 
ceding year. The outlook for 1950 
has been measurably improved 
by recently announced higher 
prices for flour. The price for 100 
pound bags has been advanced 15 
cents and that for smaller lots 20 
cents. Though foreign demand for 
flour may recede this year, domes- 
tic demand should remain stable 
and Government supports may 
not prevent lower costs for grain. 
On the whole, no change in divi- 
dend policies is indicated for lead- 
ing millers such as General Mills 
and Pillsbury Mills. 





Sugars Under 1950 Quotas 
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1950 1949 
Initial Final 
Supply Area Allocation Allocation 
=) PORE a 
ere, 5 eh oe 2,504,400 3,092,976 
Puerto Rico .... 910,000 1,091,401 
Mainland Cane.. 500,000 548,773 
Mainland Beet... 1,800,000 1,500,000 
Philippines ..... 682,000 557,000 
MAWON ..05..65 1,052,000 652,000 
All others ....., 51,600 57,850 
2) i rr 


7,500,000 7,500,000 











It may be seen that Cuba’s 
prospective sales to this country 
appear destined to be cut about 16 
per cent and Puerto Rican pro- 
ducers’ shipments may be pared 
about 10 per cent. Hawaiian and 
domestic beet producers are chief 
beneficiaries of changes for this 
year’s allotments. Domestic beet 
companies are entitled to 24 per 
cent of total consumption, accord- 








ing to provisions of the Sugar 
Act, but because of difficult labor 
conditions or adverse weather, 
these companies have had trouble 
in filling their quotas. 

With a potential market larger 
than they may be able to fill, do- 
mestic beet companies have about 
the best position of any in the in- 
dustry at this time. Labor costs 
may tend to rise, however, in line 
with general increases induced by 
the new Wage and Hour law es- 
tablishing a minimum of 75 cents 
an hour. Hence, although opera- 
tions have been greatly mechan- 
ized, domestic beet growers may 
have trouble again this year pro- 
ducing their allotment of 1.8 mil- 
lion tons. 

While the supply-demand situa- 
tion appears reassuring at the 
start of a new harvest year in 
Cuba, the most encouraging as- 
pect from the investor’s view- 
point is the fact that sugar shares 
have been declining for almost 
four years. In recent months they 
have shown strong indications of 
having struck bottom. Pressure 
has slackened and speculative in- 
terest has appeared in better 
grade stocks. Interest has been 
aroused by growing conviction 
that exceptionally generous divi- 
dends may be continued for the 
foreseeable future in many in- 
stances... As may be seen in 
the accompanying compilation, if 
earnings should hold up this year 
in reflecting the satisfactory mar- 
gins that prevailed last year, it 
would be reasonable to look for a 
relatively high return on invested 
capital in these stocks. 

Prejudice against the sugar 
group traces back to the expe- 
rience following the first World 
War when commodity prices 
soared and huge profits in sugar 
led to overproduction, ruinous 





CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company on 
January 25, 1950, declared a regular quarterly dividend 
of one dollar ($1.00) per share on its $10 par value Com- 
mon stock, payable March 13, 1950, to stockholders of 
record as of the close of business February 10, 1950. 

To assure prompt receipt of the dividend, stockholders 
should notify the Company, at its office, 60 Wall Street, 
New York 5, N. Y., of any change of address, giving both 


the old and new addresses. 


W. ALTON JONES, President 








THE MAGAZINE 





competition and _ bankruptcies. 
Subsequent capital readjustments 
strengthened financial positions 
of leading sugar producers and 
price control policies in the re- 
cent emergency prevented price 
inflation. The point is:—condi- 
tions were vastly different in 
1946 when the stock market be- 
gan to discount the return to nor- 
mal competitive conditions, but 
most investors shunned sugar 
shares in fear of repetition of the 
earlier pattern. 

World political conditions have 
averted overproduction of sugar 
in some areas which a generation 
ago were prolific producers, name- 
ly the Dutch East Indies and 
parts of Europe now behind the 
Iron Curtain which otherwise 
would be contributing to Euro- 
pean food requirements. Indo- 
nesia has been slow in getting 
back into production, thereby re- 
moving a large potential sugar 
source that might have caused 
more serious overproduction ... 
Briefly, the industry’s position 
has been stronger from a techni- 
cal viewpoint than the market 
has been willing to concede. 


Increasing World Production 


World production gradually is 
increasing, however, and inves- 
tors must take into consideration 
the threat of lower world market 
quotations as a factor influencing 
earning power and share prices. 
Cuba, leading producer, is ex- 
pected to curtail output slightly 
this year. Authorities estimate 
the yield may approximate 5.6 
million tons, slightly less than 
the 5.8 million harvested in 1949. 
Unless supplies fall short of quota 
allotments in other areas, only 
about 45 per cent of Cuba’s pro- 
duction will command the attrac- 
tive prices available in the United 
States. This represents a reversal 
of conditions a year ago, when the 
Island Republic disposed of about 
55 per cent of its supplies in this 
country. 

Production is expected to be 
cut back some 15 to 20 per cent 
in Puerto Rico, which may mean 
gradually lower earnings for such 
companies as Central Aguirre, 
Fajardo and South Porto Rico. 
These concerns have fared well 
in recent months—the beginning 
of their 1950 fiscal years—as a 
result of price improvement and 
larger quotas than had been in- 
dicated earlier in 1949. Hence 
effects of reduced volume may be 
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more apparent in 1951 than this 
year. 

Cane production in Louisiana 
and in Florida accounts for 
slightly more than a quarter of 
domestic allotments . . . Weather 
conditions in the harvesting sea- 
son usually determine the size of 
the crop, and forecasts for com- 
panies operating in the area are 
hazardous. 

Prospects for beet processors 
appear more promising than for 
several years. The statutory allot- 
ment is large enough to permit 
leading producers to get the most 
possible out of acreage. Mechani- 
zation in planting and harvesting 
has made outstanding progress 
in the last decade, and this devel- 
opment has enabled producers to 
combat rising wage costs in agri- 
culture. With competing crops of- 
fering fewer attractions because 
of adverse price trends or produc- 
tion restrictions, farmers may 
turn some land back to beets. At 
present, indications point to more 
abundant supplies for grinding 
next fall than in several years. 

Although prices are not direct- 
ly controlled, the quota system is 
favorable for refiners. Regulation 
of imports enables processors to 
figure more closely on supplies 
and to operate refineries with ut- 
most efficiency. Price fluctuations 
in raw sugar are negligible under 
the present system, and this fact 
tends to safeguard normal mar- 
gins. Moreover, with supply in the 
domestic market fitted to demand 
as nearly as possible, there is 
little temptation on the part of 
consumers to build up excessive 
inventories that disrupt normal 
marketing operations. 


Refiners’ Outlook Satisfactory 


On the whole, the outlook for 
refiners in the coming year is 
quite satisfactory. Labor condi- 
tions appear more stable than at 
this time in 1949, although the 
pressure for increased wages has 
not completely relaxed. Installa- 
tion of labor saving equipment in 
modern refineries has helped hold 
down operating costs. Indications 
point to maintenance of earning 
power on the part of leading fac- 
tors at about the same level as 
last year. 

From a financial standpoint, 
another favorable factor this year 
is the improved demand for mo- 
lasses. Blackstrap is a by-product 
of sugar manufacture widely used 
as a raw material in distillation 
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Incorporated 
GLORE, FORGAN & CO. 


February 8, 1950. 





This announcement is neither an offer to sell nor a solicitation of an offer to 
buy any of these Shares. The offer is made only by the Prospectus. 


454,457 Shares 
Consumers Power Company 


Common Stock 


‘Without Par Value) 


The Company is offering these shares for subscription to the 
holders of its outstanding Common Stock, to whom Subscrip- 
tion Warrants are to be issued, and to employees, as more 
fully set forth in the Prospectus. The Subscription Warrants 
expire at 3 P.M. Eastern Standard Time, February 20, 1950. 


Subscription Price $34.25 a Share 


The several Underuriters, including the undersigned, may offer 
shares of Common Stock at prices not less than the Subscription 
Price per share set forth above, less any concession allowed to 
dealers, and not greater than either the last sale or current offer- 
ing price on the New York Stock Exchange, whichever is greater. 
plus an amount equal to the Stock Exchange commission. 


Copies of the Prospectus may be obtained from only such of the 
undersigned as may legally offer these Shares in compliance 
with the securities laws of the respective States. 


MORGAN STANLEY & CO. 
BLYTH &CO.,INC. THEFIRST BOSTON CORPORATION SMITH, BARNEY & CO. 
HARRIMAN RIPLEY & CO. GOLDMAN, SACHS & CO. LEHMAN BROTHERS 
MERRILL LYNCH, PIERCE, FENNER & BEANE 
PAINE, WEBBER, JACKSON & CURTIS 
STONE & WEBSTER SECURITIES CORPORATION 


FIRST OF MICHIGAN CORPORATION 


KIDDER, PEABODY & CO. 
WHITE, WELD & CO. 


WATLING, LERCHEN & CO. 
































of industrial alcohol. Demand for 
neutral spirits became so urgent 
during the war that some sugar 
companies constructed distilleries 
in Cuba and derived substantial 
profits from production of this 
essential ingredient in whiskey 
blending ... Prices for molasses 
soared during and immediately 
after the war, but when grain 
became available at more satis- 
factory prices, a sharp slump oc- 
curred. This product contributed 
little if any profit to representa- 
tive sugar companies last year. 
With a turn for the better in 


the industry, prospects are more 
promising for at least modest re- 
turns from blackstrap in the com- 
ing season. In any event, few au- 
thorities fear repetition of the se- 
rious setback experienced last 
year. Improbability of restoration 
of abnormally large income from 
this source is one of the reasons 
for thinking that recovery in 
earnings this year for major Cu- 
ban producers may not be as 
large as otherwise would be the 
case. In general, however, the 
worst fears for the industry may 
already have been realized. 
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Want BABSON’S opinion on 


YOU 


STOCK OWN? 


No cost or obligation 





American Can General Motors 
Am. Tel. & Tel. Goodyear T. & R. 
Anaconda Copper Kennecott Copper 
Armour & Co, Montgomery Ward 
Bethlehem Steel New York Central 
Chesapeake & Ohio Penn. Railroad 
Cities Service Standard Oil, Cal. 


——— Ed. Standard Oil, Ind. 

Standard Oil, N. J. 

Texas Co. 

U. S. Steel 

F. W. Woolworth 

Babson’s opinion on these stocks 

may save you losses. Simply 

check those you own, OR LIST 7 

OTHERS YOU OWN, and mail 

this ad to us. We will tell you if 

clients have been advised to Hold 

or Switch them. | 
(Please print your name) | 


Write Dept. M-84 
BABSON’S REPORTS 
Wellesley Hills 82, Mass. 

{WAC ANAS 


iar Johns-Manville 


| 

Mi Corporation | 
DIVIDEND | 

| 

| 

| 








ea U ucts 
The Board of Directors declared a dividend 
of 50¢ per share on the Common Stock pay- 
able March 10. 1950, to holders of record 

February 27, 1950. 
ROGER HACKNEY, Treasurer 
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DECLINING MARKET 
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» Profit from it on the way DO 
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MARK WEAVER M-1, BOX 1130 
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England on Eve of Elections 





(Continued from page 500) 


the prospective exhaustion of 
Marshall Aid in the coming fiscal 
year, and the practical exhaustion 
of Canadian credit, the future 
status of the dollar deficit is none 
too reassuring. 

According to the Chancellor of 
the Exchequer, there were three 
factors that contributed to the 
closing of the gap. From our 
viewpiont, the most important 
was business improvement in the 
United States. The stocks of a 
long list of sterling area products 
—wool, copper, rubber, cocoa, 
and tea—that had been run down 
in anticipation of the sterling de- 
valuation, had to be rebuilt. More- 
over, consumption of these prod- 
ucts has gone up, and with it 
their prices. As a result, the ster- 
ling area countries other than 
Great Britain (chiefly Australia, 
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India, West Africa, the Rhode- 
sias, etc.) which earlier in 1949 
were contributing to the deficit 
with the dollar area, are now 
earning dollars on balance. 

The second factor in the im- 
provement of the sterling area 
vis-a-vis the dollar area, has been 
the making up for the postponed 
purchases of sterling goods. The 
third factor has been the decline 
of Britain’s purchases from the 
sterling area and some expansion 
of her sales to us. As will be seen 
from the accompanying table, the 
expansion of British sales to the 
dollar area since the devaluation 
looks impressive when the fig- 
ures are expressed in pound ster- 
ling. However, the actual dollar 
earnings are still below the levels 
attained in the Spring of 1949. 

In general, the devaluation has 
brought about only a moderate 
boost in sterling exports — the 
fourth quarter (1949) volume ex- 
ceeded the third quarter by about 
£15 million a month. The basic 
trouble seems to be that the Brit- 
ish still do not produce enough of 
certain goods for export—motor- 
cycles, bicycles, light tools, autos, 
tractors, woolen goods, rayon 
goods, and electrical appliances. 
More production—and a larger 
proportion of it shipped abroad— 
is essential. 


‘Catalogue of Fleabites’’ 


As to the Labor Government’s 
other post-devaluation measures 
that were to encourage the over- 
all production and keep the costs 
down — what has emerged thus 
far has been equivalent, in the 
words of the London Economist, 
to a “catalogue of fleabites.” 
Prime Minister Attlee, proposed 
a couple of months ago a cut of 
£280 million in Government ex- 
penditures, and the paring down 
of capital expenditures by about 
£100 million, since the savings 
will not tke effect until later in 
1950. 

In other words, very little has 
been done to hold down the infla- 
tionary pressures that are likely 
to arise from the demand for the 
adjustment of wages and other 
post - devaluation developments. 
The fact that wages have been 
held down successfully up to now, 
has been largely due to the sta- 
bility of living costs. But the test 
test will come when the consider- 
able stocks of raw materials and 
foodstuffs bought with the $4 
pound prior to the devaluation 
are exhausted, and when Great 
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Britain resumes buying. 

The Attlee post - devaluation 
program has likewise been dis- 
appointing in its offering of in- 
centives for increasing overall 
production and for channeling a 
larger share of this production 
into the dollar area markets. As 
a matter of fact, the manufac- 
turer and the exporter who is 
being asked to undertake the 
risks of developing new export 
products and exploiting new mar- 
kets has been rewarded by an in- 
creased tax on distributed profits. 
In the words of a prominent 
British manufacturer, this 
amounted to asking ‘a man to 
take off his coat and do some- 
thing extra, and then to slap him 
in the face and tell him that you 
have a whip at home.” 


Labor’s Re-election Manifesto 


The impression one gets from 
reading the Labor Party’s pre- 
election manifesto is that five 
years of experience with a 
planned economy have taught 
Labor very little. Government 
control and management of capi- 
tal investment, distribution (lo- 
cation) of industry, industrial 
growth, and foreign exchange 
transactions are considered es- 
sential for “the well-being”’ of the 
nation. The maintenance of full 
employment is to be continued as 
they keystone of future economic 
policies — though “full employ- 
ment does not and can _ never 
mean that every individual job is 
guaranteed for as long as the 
present occupant wishes to stay 
in it. That would be industrial 
stagnation.” 

No mention is made of Mar- 
shall Aid, economic integration 
of Western Europe, or any re- 
trenchment in Government ex- 
penditures. Food subsidies, price 
controls, rationing and _ price 
guarantees for British farmers 
are to continue, with the prime 
objective of “ensuring fair shares 
for all.”” On the other hand, the 
extension of the welfare state is 
to be determined by the expan- 
sion of production. 

The Labor Party also proposes 
public ownership for the beet 
sugar and sugar refining indus- 
try, the cement industry, water 
supply services, cold storage, and 
wholesale meat distributing firms. 
If necessary, vital sections of the 
chemical industry are to be na- 
tionalized during the next five 
years. The ownership of insur- 
ance firms engaged in industrial 
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life assurance would be trans- 
ferred to policy holders. Steel na- 
tionalization, scheduled for this 
Fall, would be carried out. 

In general, it would be more of 
the same thing—the continuation 
of a managed economy, heavy 
taxation, non-productive bureauc- 
racy, and above all, no incentives 
for the entrepreneur to take risks 
or for the worker to work harder. 
Briefly, British economy would 
continue to suffer from the old 
postwar weakness of consuming 
more than it was producing. 

The first aim of a Conservative 
Government, says the Conserva- 
tive manifesto, will be the same 
as that of the Labor Government: 
Maintenance of full employment. 
The Welfare State, which the 
Tories carefully distinguish from 
the Socialist State, would not be 
basically interfered with, except 
in minor details. Fewer medical 
services would be free; for ex- 
ample, there would be no free sec- 
ond pair of spectacles or second 
set of false teeth. 

Nationalization would be 
brought to a full stop here and 
now. The iron and steel national- 
ization bill would be repealed and, 
where practicable, industries al- 
ready nationalized would be 
transferred to private ownership. 
The planning boards would be 
gradually dissolved, bulk buying 
discontinued, but the farm price 
guarantees and price controls 
would stay for a while. The rail- 
ways and coal fields would be left 
under State control but would be 
decentralized. 

The Conservatives also express 
a conviction that the national ex- 
penditures could cut by at least 
10 per cent (about £330 million), 
and that as a result “immediate 
reduction in taxation could be 
shared by all.’”” Commodity mar- 
kets (exchanges) would be re- 
opened, and in general more in- 
centive for work provided, and 
initiative properly rewarded. 

It is quite obvious that the plat- 
form of the Conservatives, who 
incidentally are also pressing for 
a close economic cooperation with 
other Western European coun- 
tries, is far better fitted to Brit- 
ain’s present needs than Labor’s 
program. But will the British 
voters see it that way? 

Halfway through the next 
term, when Marshall Plan Aid 
ends, Britain will have to stand 
on her own feet — or otherwise 
there might be another devalua- 
tion, and more controls instead of 
less. Will the British voter realize 
FEBRUARY 
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which party’s platform will pre- 
pare Britain better for that cru- 
cial period? 

We do not pretend to know 
which way the elections will go. 
The indications are that whoever 
wins will do so by a narrow mar- 
gin. That being the case, the Lib- 
eral Party — the third largest 
party, but with only about 12 
seats in the last Parliament—may 
assume considerable importance 
by holding the balance of power. 
Proportionately, the Liberals, 
who, incluidng National Liberals, 
last time received some 3 million 
votes, should have had at least 80 
seats. They urge separate parlia- 
ments for Scotland and Wales, 
and advocate co-ownership of in- 
dustry (workers as shareholders 
instead of national ownership). 
Most important of all, they stress 
free enterprise and the restora- 
tion of incentive even more than 
the Conseravtives, and they want 
to break up monopolies of capital 
and labor. 

Unfortunately the Liberals have 
not much chance under the Brit- 
ish election system; they have 
failed to win in any by-election. 
Yet by holding the balance of 
power, and by pursuing a policy 
that lies soundly between the ex- 
tremes of Labor and Toryism, 
they could render a great service 
to their country. 





A Realistic Appraisal of Our 
Growing Private Debt 
Structure 





(Continued from page 495) 


ficulty in avoiding delinquencies, 
foreclosures would rise on an in- 
creasing scale regardless of mort- 
gage guarantees by the Federal 
Housing Authority. In this event, 
an enormous number of available 
homes, would disrupt market 
prices for an extended period. 
Chances are strong, though, that 
Congress would come to the res- 
cue in such a situation as it did 
in the 1930s and prevent the 
trend from expanding too dan- 
gerously. 

It is also true that huge per- 
sonal savings indicate a substan- 
tial cushion on which many home 
owners and users of instalment 
credit could fall back if hard 
pressed in meeting their debt ob- 
ligations. More recently the an- 
nual rate of savings has declined 
as consumers increased their pur- 
chases of houses, appliances and 
automobiles. 














STOCKS OF 
AT S242 Gree 
COMPANIES 


NVESTORS who hold stocks of 

debt-free companies are in the 
fortunate position of owning these 
businesses in entirety, free from 
all prior claims. A new UNITED 
Report on strong concerns with 
only common stock outstanding 
selects 47 stocks in five groups: 

10 with strong growth characteristics 

10 25-yr. dividend-payers, 5% to 9% 

10 inflation-hedge issues 


10 sound stocks yielding 7% to 13% 
7 selling under 17 for appreciation 


You will find this 47-stock Report most 


helpful in selecting issues for either 
appreciation or increased income. 


Yours With Month’s Trial 
This Special Report and weekly 
UNITED Investment Service sent 1 
for one month to new readers for 


Send $1 for Report MW-91 NOW! 


UNITED BUSINESS SERVICE 


210 Newbury St. A ar: Boston 16, Mass 


Atlas Corporation | 
| 














33 Pine Street, New York 5,N.Y. 





Dividend No. 33 
on Common Stock 





| A regular quarterly dividend of 40¢ | 
| per share has been declared, payable | 
March 20. 19.0, to ho.ders of record | 
at the close of business on February | 
28. 1950 on the Common Stock of | 
| Atlas Corporation | 
| 


WALTER A. PETERSON. Treasurer 
| February |, 1950 
| 




















Allegheny Ludium Steel Corporation 
Pittsburgh, Penna. 


At a meeting of the Board of Directors of the 
Allegheny Ludlum Steel Corpora- 
tion held today, January 26, 1950, 





a dividend of one dollar twelve 

and one-half cents ($1.1214) per 

share was declared on the $4.50 

Cumulative Preferred Stock of the 

Corporation, payable March 15, 

1950 to Preferred Stockholders of record at the 
close of business on March 1, 1950. 

S. A. McCASKEY, Jr. 


Secretary 

















CONTINENTAL 


C CAN COMPANY, Inc. 


The first quarter interim dividend of 
forty cents (40¢) per share on the com- 
mon stock of this Company has been 
declared payable March 15, 1950. to 
stockholders of record at the close of 
business February 24, 1950. Books will 
not close. 

SHERLOCK McKEWEN, Treasurer. 
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To some extent this trend is 
an encouraging factor, because 
banks, finance companies and 
dealers report a widespread ten- 
dency by many loan applicants 
to make much larger down pay- 
ments on their purchases than 
needed, thus easing their burdens 
as to instalments. While it is im- 
possible to ascertain the approxi- 
mate extent of this trend, it is 
safe to say that its influence has 
decidedly strengthened the con- 
sumer credit picture. On the other 
hand, too much significance must 
not be accorded to the accumula- 
tion of personal savings, because 
their distribution among users of 
credit is entirely obscure. 


A final matter to consider in 
viewing the current sizable 
amount of $18.7 billion consumer 
debt outstanding is its composi- 
tion. Instalment credit that leans 
on future uncertain income of in- 
dividuals accounts for not much 
more than $10 billion of the total. 
Charge accounts at stores, per- 
sonal loans payable in one sum 
and other similar fixed obligations 
thus represent more than 40%. 
From this aspect, the entire pic- 
ture becomes more encouraging, 
because payments due the corner 
grocer or department stores are 
closely geared to current income 
rather than to more distant hopes 
and expectations. 


On the whole, there is little in 
the present situation as to con- 
sumer credit to arouse apprehen- 
sion. Beyond the least doubt, the 
Government will support for sev- 
eral years any program that will 
assure large purchasing power to 
prevent a serious recession. This 
will be especially true as to pro- 
motion of large scale housing pro- 
grams in the foreseeable future. 

Just how these policies can be 
implemented without regard for 
their inflationary implications is 
difficult to envisage but world 
conditions may make this neces- 
sary. While personal debts cur- 
rently appear to be on a sound 
level, everything considered, and 
may increase in 1950, the main 
problem ahead will be to see that 
they do not get out of prudent 
bounds. 





The Factors Shaping 
Corporate Earnings Trends 





(Continued from page 493) 


ous elements involved, and par- 
ticularly the “unexpected,” fore- 
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casting profit trends can never 
be an exact science and necessari- 
ly must always be “subject to 
correction.” Right now, however, 
it seems there are relatively few 
industries which can anticipate an 
earnings uptrend in 1950. These 
include the aircraft industry 
which is enjoying a new boom 
based on military orders; the air- 
lines which conceivably may make 
further gains on top of their re- 
spectable improvement last year ; 
the utilities whose earnings, bol- 
stered by expanding facilities, ap- 
pear in a slow but steady uptrend ; 
the meat packers which should do 
better after their unsatisfactory 
profit experience last year. The 
rate of earnings gain is bound to 
vary, naturally. 


Most Prosperous Industries 


Even though earnings may tend 
somewhat lower compared with 
last year, the most prosperous in- 
dustries will however be found 
among the automobile, building, 
chemical, steel, natural gas and 
food industries. Elsewhere profits 
also may stay close to 1949 levels 
or moderately below. Distinct 
downtrends are foreseen in such 
fields as railroad equipment, farm 
and office equipment. 

Most of the consumer goods 
fields have undergone their read- 
justment phases and are looking 
for a better year than last; this 
applies par ticularly to textiles, 
shoes, ete. The appliance field is 
also optimistic, not only because 
of strong revival of appliance de- 
mand but because of the tremen- 
dous spurt of television, at the 
moment our leading growth in- 
dustry. 

In some lines, there are offset- 
ting factors which render predic- 
tions difficult. Take the oil indus- 
try. Demand is expected to in- 
crease moderately over last year 
but product prices have eased, 
making for narrower margins. On 
top of that, the crude price struc- 
ture remains in doubt, and this is 
a most significant earnings factor. 
Meanwhile some companies active 
abroad have reduced their imports 
of crude petroleum, doubtless to 
help relieve pressure on the crude 
oil structure. To what extent this 
will mean lower earnings remains 
to be seen; it will, however, unless 
lower imports are offset by higher 
domestic production. 

In the field of distilled bever- 
ages, demand appears pretty well 
stabilized but the possibility of 
pressure on selling prices, as com- 
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petition waxes keener in the battle 
between “blends” and “straights,” 
cannot be dismissed. 

We have already mentioned the 
unpromising outlook for rail 
equipment manufacturers, but 
this could change in the event of 
a good pick-up of railroad reve- 
nues which in turn would stimu- 
late equipment buying. In the rail- 
road field itself, operating econo- 
mies are steadily pushing down the 
operating ratio, which in turn is 
back of the improved earnings ap- 
praisals for this vital industry. 


The fact that corporate profits | 


are declining from their former 
heights must be accepted as inevi- 
table; not only is the superboom 
and price inflation ebbing but 
business is again influenced by 
seasonal fluctuations which in it- 
self marks the return to seasonal 
ups and downs in earnings—some- 
thing that did not occur while 
shortages existed and production 
rather than sales was the main 
problem. 

But though earnings in the ag- 
gregate will be off, total dividends 
should be as large, if not larger 
than last year because completion 
of postwar expansion and lessened 
needs for working capital should 
permit the distribution of a larger 
percentage of profits. 





For Profit and Income 





(Continued from page 516) 


paid since and including 1947, is 
subject to no present question. 
Around 3214, the stock yields 
about 7.7% return. 


In Brief 


We would not sell Chrysler on 
strike news, but it is probably a 
sale on rallies, since the best pos- 
sible news on earnings and divi- 
dends is behind . . . Looks like it 
will take more than the liberalized 
dividend to lift Westinghouse 
Electric significantly . . . Bank 
stocks, sometimes barometric,have 
not been acting too well recently 

. . Due largely to reductions in 
some costs, earnings figure to be 
higher this year for container 
makers such as American Can 
and Continental Can... This is 
going to be a good year for the 
air-conditioning business, but the 
two stocks that class as outright 
air-conditioning issues are noth: 
ing to shout about; in fact, highly 
speculative. They are Carrier 
Corp. and York Corp. 
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Investment Program 
- Provided by THE FORECAST 
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In this market setting when the investment action you 
take is vital to preserving and building capital and 
income ... we suggest that you turn to THE Forecast just 
as you would consult your lawyer, doctor, architect, etc., 
for professional advice. Forecast SERVICE will provide 
you with the essentials you need in conducting a sound 
investment program. 


1. When to Buy and When fo Sell 


Our weekly market forecast... with chart of daily 
action . . . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
For Annual Income of 6% to 8% on a Regular Monthly 
Basis; (b) Dynamic Securities for Capital Building 
with Higher Dividend Potentials; (c) Low-Priced Op- 
portunities for Large Percentage Profits. Each program 
comprises a fixed number of securities and it is our aim 
to have you contract or expand your position as we an- 
ticipate pronounced market weakness or strength. Sound 
selection and proper timing key- 





given which you can apply to 





your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs . 

are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of the 1946 
break six weeks ahead ... and 
shows significant indications at 
this time. 


potentials. 








2. Definite Advices on Intrin- 


Have The Forecast Serve You 
. . « In Conducting A Program for 
Greater Income and Profit in 1950 


The weeks ahead will crystallize the extent to 
which the market will consolidate its position 
and revalue individual securities in the light 
of the recent advance and their first quarter 


From such situations substantial profits have 
been secured by Forecast subscribers . . 
building up in a few weeks many points appre- 
ciation which normally take several months. 
Enroll now to participate in our new recom- 
mendations as selected. 


note FORECAST SERVICE. 


4. Continuous Consultation 
You are welcome to consult us 
. . . by mail or by wire .. . on 
securities in which you are in- 
terested ... as many as 12 at 
a time...to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold . . . switch .. . or close 
out. 


A Plus Service . . . These con- 











sultation privileges alone can be 





sically Sound Issues 


All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 8% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks. 


worth hundreds and thousands of 
dollars to you in concentrating in potential leaders... in 
stable investment situations . . . in avoiding laggards .. . 
in keeping your position adjusted to the market’s out- 
look. 


Enroll NOW for the protection and advantages of Fore- 
cast Service .. . especially under today’s conditions. At 
this time, you also have the advantage of our Special 
Offer of Free Service to March 15. Mail the coupon below 
today. 





Mail Coupon = --~~~~--— 


FREE SERVICE TO MARCH 15, 1950 








Today! 
SPECIAL OFFER 


I enclose [ $60 for 6 months’ subscription; [) $100 for a year’s subscription. 
(Service to start at once but date from March 15, 1950) 
SPECIAL MAIL SERVICE ON BULLETINS 


Air Mail: © $1.00 six months; [1 $2.00 (0 Telegraph me collect in anticipation of 
MONTHS' 60 one year in U. S. and Canada. important market turning points... 
SERVICE Special Delivery: [ $4.00 six months; when to buy and when to sell... when to 


Name 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


expand or contract my position. 





MONTHS’ 
12 SERVICE 5100 


Address 





Complete service will start at 


once but date from March 15th. City 


Stage 





Subscriptions to The Forecast 


| 
| 
| 
| 
| 
| 
| 
| 
| C) $8.00 one year. 
| 
| 
| 
| 
| 
| 
are deductible for tax purposes. J 


FEBRUARY 11, 1950 





Your subscription shall not be assigned at 
any time without your consent. 


List up to 12 of your securities for our initial 
Analytical and Advisory Report. 














As I See It! 





(Continued from page 485) 


forget that without the rice of 
Indo-China and Formosa, the 
Japanese people will starve—un- 
less the taxpayers of the United 
States feed them. 


Certainly it is clear that we 
are in a life-and-death struggle 
with Russia, whose territory al- 
most touches that of the United 
States in Alaska — which Russia 
the other day claimed it had sold 
to the United States ‘‘at too low 
a price.” 

We have simply got to take ag- 
gressive action that will set Rus- 
sia back and disrupt her plans, 
as we did previously in Greece 
and Iran and through the Air 
Lift in Berlin — and by whatever 
method suits the situation. 

Let us remember that the Com- 
munist conquests have been a 
“pushover” even in China — as 
their victims have been people 
without arms and who could offer 
very little opposition. 


And we must act now to pre- 
vent Communist conquest of Indo- 
China and Formosa—and of India 
—so that Russia will hesitate to 
act in the Middle East and else- 
where. We must challenge her in 
Formosa, where we have Chiang- 
Kai-shek, the only ally willing to 
support us against the Reds. And, 
even if the powers that be do not 
like him, we should back him up 
adequately, as we have no other 
choice. Besides, our willingness to 
do so will strengthen the leader- 
ship in what is left to us of Korea 
and encourage the government in 
the Philippines and elsewhere. 
Furthermore, it will strengthen 
the backbone of Europe. 


We must correct too the weak- 
ness which permits Russian 
agents and fellow-travelers to op- 
erate in our country. Here we 
should really get down to cases, re- 
membering that democracy does 
not require us to put our head in 
a noose, nor to permit a subversive 
fifth column for a foreign country 
to undermine our position in our 
own home. 


The situation calls for new rules 
and for common sense in dealing 
with the leaders of Russia, who act 
without moral scruples and whose 
teachings are that the end justi-. 
fies the means—and the end sig- 
nifies conquest of the Wited 
States and the rest of the world. 
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Market in Important 
Testing Area 





(Continued from page 487) 
entire foreign policy is increasing- 
ly in question. Yet all of these 
things are realities, to be reck- 
oned with. 

Time alone will tell how far 


wrong is the early-1950 consensus 
on business—the consensus that it 
is OK for the first half, moderately 
poor for the second half. Allow- 
ance should be made for some de- 
gree of test this spring. We see no 
adequate reason to depart from the 
conservative, cautious investment 
policy heretofere advocated. 


—Monday, February 6. 








BOOK REVIEWS 








THE VITAL CENTER 
By Arthur M. Schlesinger, Jr. 


Houghton Mifflin $3.00 


The impact of this book is as sharp and 
clear as the note of a bell. Cutting thru 
the confusions and fears of our time, it 
shows how we can recharge our passion 
and principle. 

Why is our free society on the brink 
of failure? Why are we a prey to anxiety 
and insecurity, “not free, but out on 
parole’? Because, says Mr. Schles 
inger, neither the Conservatives nor the 
Progressives have been able to meet the 
terrific repercussions of industrialism, 
under which “man must organize beyond 
his moral and emotional means.” “The 
business man rescued society from the 
feudal warrior only to hand it over to the 
accountant.” Meanwhile the Progres- 
sives,, quick to criticize but slow to take 
responsibility, have been building the 
myth of the happy Marxist “worker” 
and the USSR. But the totalitarian state 
—whether Fascist or Communist— is 
even more of a hoax. Its model subject 
is the submissive prisoner, such a citizen 
as can be produced only imperfectly out- 
side a concentration camp. 

What is the answer? Mr. Schlesinger 
sees it in a revitalization of our faith 
in freedom, a resurgence of the middle 
way. To him these are not merely words, 
but already discernible facts. Commu- 
nism is forcing democrats to reclaim 
their democratic values. Now democracy 
has its last chance to show whether it can 
preserve free society in an industrial 
age. 

A trained historian, Mr. Schlesinger 
shows us our present situation in per- 
spective. He traces the history and in- 
fluence of Communism in America and 
the rise of the non-Communist Left in 
Europe. He analyzes the nature of“civil 
liberties” and clarifies the befogged issue 
of loyalty in government service. Finally 
he sets forth the main outlines of a “new 
radical program”—a militant liberalism 
which would once more make freedom a 
faith worth fighting for. 


THE 


MAGAZINE 


AFTER THE WHISTLE BLOWS 
By Jack Petrill 


The administration of industrial rec- 
reation programs—its problems and so- 
lutions—is covered in this volume in a 
detailed discussion of programs, advan- 
tages and disadvantages of centralized 
programs, the four phases of industrial 
recreation, organization and responsi- 
bilities, internal organization of the 
plant, finances, facilities, activities, 
leaders, public relations and publicity, 
unions—and an analysis of leisure time, 
safety, gambling in factories, actual case 
histories, and reports and schedules— 
as well as the history and tradition of 
industrial recreation. 


The William-Fredrick Press $10.00 


CREDITS AND COLLECTIONS IN 
THEORY AND PRACTICE 


By Beckman and Bartels 


Here is the fifth edition of a basic text 
in credits and collections. The purpose 
of this revision is twofold. First, it is 
designed to acquaint the student with 
the nature, problems, techniques, and 
principles of the subject, including in its 
scope both mercantile and consumer 
credit, as well as both cash and sale 
credit. Second, it furnishes discussion 
and statistics relating to the social and 
economic roles of credit. This new edi- 
tion deals with the theoretical as well as 
the technical phases of the subject. 
SPECIAL FEATURES OF THE FIFTH EDITION 

More emphasis on the connection of 
credit with its economic and theoretical 
implications; increased emphasis on con- 
sumer credit. 

Complete reorganization of much of 
the text material, placing all aspects of 
consumer credit in one section and all 
phases of mercantile credit in another. 

All recent advances in the field have 
been covered, including the following: 
revolving charge accounts, current com- 
petitive position of lending agencies, 
Federal regulation of consumer credit, 
etc. 


McGraw-Hill $6.00 
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A PROMISE AND A WARNING 


On only a few occasions in the past fourteen years have I felt that the outlook for stock prices warranted this particular type 
of dramatic appeal to the readers of the Magazine of Wall Street. I believe that at such a time as this—when investors are keenly 
interested in the security markets (they definitely were not last Summer when virtually 90% of the stocks listed on the New 
York Stock Exchange were on the bargain counter) our service can be of the greatest help to the largest number of people. 


THE PROMISE 


The occasion is rare indeed, when, after a protracted rise such as the 
market has had since June 1949, our broad Cyclical studies remain 
bullishly puissant. Even more unusual after such a rise is the exist- 
ence of still another opportunity for investors and traders to make a 
profit before a great bear market and economic debacle begins to 
unfold. 

As this is written (January 28, 1950) I can say, with the assurance 
of the knowledge gained through a most careful computation and 
study of our own Cycle factors, that despite a very “‘tricky’’ move in 
stock prices soon to occur, the Bull Market which began last Summer 
has not yet made its top. However, there is another rough spot ahead 
for the market and we have carefully timed its amplitude and prob- 
able terminating zone in our current bulletins. This advertisement 
points specifically to several stocks which we believe offer investors 
and traders ideal mediums for the exploitation of this coming oppor- 


on THE WARNING 


Not in many years have I seen so much unanimity of opinion among 
market commentators, counselors and business executives on the 
favorable outlook for our economy. Statements by economists and 
business leaders at the turn of 1950 really sounded like an ‘‘Alice in 
Wonderland”’ fairy tale. Some seemed to feel that our country was in 
for the greatest boom in its history—at least for the next two to 
three years. Many of these remarks were reminiscent of those which 
appeared so freely in the early months of 1929. That’s the ‘‘mass”’ 
opinion of which every astute investor should be cautious. 


Actually, however, our interpretation and synthesis of the cycles 


affecting the stock market and business (on which the writer has 
done most exhaustive and comprehensive research for some 25 years) 
strongly indicate that the following is what investors and others 
men should expect beginning this year and continuing into 1952- 
After the Next Top Will Come a 
Sweeping Bear Market 
That's not pleasant reading to be sure and, obviously, this message 
will have little or no appeal:to most readers. We can accordingly 
“write off’’ a large part of the cost of this advertisement as com- 
pletely wasted on this great majority. We do expect, however, to 
penetrate the minds of the small minority of investors and business- 
men who, despite surface indications of a healthy state of affairs, 
make it their policy to look for the flaws when bullish arguments 
are shouted from literally every housetop. These are the “financial 5 
percenters” who nearly always increase their capital through their 
stock market operations. 


Coming Buy Period Precedes Probable 
“Skyrocket” 

We have calculated a specific time base (shrewd investors now think 
in terms of TIME instead of depending upon illusive price levels), 
when the Cycles indicate the next broad buying opportunity. It is 
centered about a cluster of three bullish Cycles which heretofore 
have brought about a literal “skyrocket” in stock prices—and could 
again! Our 1950 Cycle Forecast (prepared December 5, 1949) shows 
this bullish move, as well as the subsequent shocking slump, and, 

without hedging, graphically reveals the two periods in 

1950 when the market should be at its highest level 

for the next three years! 


TWO POTENTIAL PROFIT MAKERS FOR 1950 


One of these, a low-priced issue, will, we believe, enjoy a very 
dynamic rise to new highs during the coming market advance. Our 
staff has watched the technical and tape action of this equity for 
nearly a year and can say this—that despite an economic handicap 
(which the astute management of the company seems to have over- 
come) persistent accumulation has been going on with little or no 
acclaim. Here are a few of the many salient and bullish technical 
features which support our conviction that this stock will produce 
far above average profits for those who buy as instructed in our 
current bulletins: 


(1) The stock is selling for less than 25% of its 1946 high. 


€2 


Persistent liquidation from 1946 to late 1948 resulted in the issue 
returning to its previous major base where accumulation preceded 
an almost perpendicular rise of some 300%. 


(3) Stock made a ‘‘double bottom’’ 


in a manner which suggests a 
““springboard’’ rise. 


(4) An advance to its first minor upside resistance would represent a 
price increment of 50%. Penetration of that level would imply 
another rise to its major top-side resistance—a price zone which 
would mean better than 100% appreciation. 

Another equity, whose recent action suggests imminent emergence 

from a 314-year long base, is a leader in its own field, and, in addition, 

company’s entry into another, in which it was ideally suited, helped 
to jump last five years total net to over $42 per share (yearly average 
about $8.58) versus total net for previous five year period of $13.98 

(yearly average $2.79). Technically, there exists no major resistance 

to an advance whic h would result in 50 to 60% appreciation from buy 

levels recommended in our subsequent bulletins. Current dividend pro- 

vides yield of about 6% 








OBTAIN ADVANCE INFORMATION ON THESE ISSUES NOW! 


But to more adequately prepare yourself for the ‘‘Warning”’ part of 
our “‘Promise and Warning,”’ you should, by all means, order your 
copy of our Cycle Forecast for 1950. It not only shows graphically the 


time limits of the nearby “trough spot” and coming advance to new 
highs, but editorially counsels you on what to do NOW to prepare for 
the great depression and Bear Market which, too, will begin this year. 


LIMITED TRIAL OFFER—INCLUDING A “NEVER-BEFORE”’ 


While this timely message—which includes for the first time in our 
fourteen year history the opportunity to obtain our yearly Cycle 
Forecast month by month without necessarily becoming a subscriber 
—is not designed for those who periodically and regularly submit 
“trial” subscriptions (and seldom subscribe) to investment counsel- 
ing services, we are limiting the introductory offer below only to 
those who have not had such a “trial’’ within the past six months. 
To seriously minded investors—who we sincerely believe can be aided 
by our unequivocal timing forecasts of new highs and subsequent 
Bear Market—our twice-weekly bulletin service provides the following: 


(1) Expert technical and cyclical interpretations on the near and 
longer term trends of the stock market. 


STOCK TREND 


Div. M-211 


Springfield 3 









(2) A weekly consensus page revealing opinions of 12 or more other 
prominent investment services and market analysts. 


(3) Specific recommendations for buying or selling short. 


(4) Weekly investment page and Stock Trend’s own Formula Plan for 
investment. 


(5 


Specific buy and sell recommendations on commodity. 


I sincerely believe that seriously minded investors and traders 
will find our Twice-weekly bulletins offering a complete aver- 
age of their requirements. —H. H. Van Loan 


SERVICE 


Massachusetts 




















pce -------HERE IS YOUR ORDER FORM=- 7-7 -- 7-7-7777; 
i Stock Trend Service, Div. M-211, Springfield (3), Mass. 7 
| Gentlemen: ] 
4 Please send the material checked below, funds to cover which are enclosed. j 
Twice Weekly Bulletin Service to May 1 . sme $25 0 1 
Complete month by month -_ neon for 1950 (size 19x 24%4) hospi time zone for probable ms a d special a ‘ieee on how soo | 
to prepare for depressions and bear markets. 
j Next 5 issues of your Bulletin in which the 3 er Situations es above ave ~ | 
nam ; es 1 
SE ACen Es ooo ee ese ec teed rier dees anne’™ $55 O ONE YEAR’S SERVICE......... $100 () 1 
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A First Step in Your Program for a 


PROFITABLE 1950 


T RY this experiment! Imagine that all your securities were sold yesterday. To- 
day you have nothing but their cash value. 


Then ask yourself, “Should I repurchase my former holdings as offering the most 
outstanding prospects for safety, income, profit—or could all or part of my funds 
be used more profitably in the coming year? Should I invest my cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
because they like to see issues on their list which show a profit, even though the 
future has been discounted; (3) because they are sentimentally attached to inher- 
ited securities, or shares of a company for which they work; (4) because they feel 
that they might have difficulty in deciding upon a replacement; (5) because they 
are worried about taxes resulting from security changes; (6) procrastination. 


Today there is no need to hold unfavorable investments which will be slow to 
recover or may suffer further decline. Selected issues are available which offer a 
substantial income, a good degree of security and dynamic growth prospects if 
your purchases are strategically timed. Many are undervalued as measured by 
earning power, capital assets and 1950 potentialities. 


As a first step toward increasing your profit and income in 1950, we invite you to 
submit your security holdings for our preliminary analysis — entirely without 
obligation—if they are worth $20,000 or more. 


Our survey will point out less attractive holdings and those to keep only tempo- 
rarily. It will tell you how our personal supervision can assist you to strengthen 
your diversification, income and the enhancement possibilities of your account. 
We will evaluate your list and quote an exact annual fee for our service. 


Merely send us a list of your securities. Give the size of each commitment and 
your objectives. All information will be held in strict confidence. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE MaGazineE OF WALL StrEET. A Background of forty-two years of service 


90 BROAD STREET NEW YORK 4, N. Y. 























